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The year just ended has seen large- Annual lecture, given by 

scale commercial and industrial develop- Professor E. Bryan Smith, F.A.S.A. 
ment, and all over Australia responsible 

business leaders hail the advent of the Knowing Costs Essential 
“sixties” as yet another period of great 
expansion and prosperity. With it will 
come new methods, new services, and 
new opportunities . . for the accountant. 
The development of business “know- 
how” has brought the need for much 
greater managerial knowledge and con- 
trol data. The new approach today is 
toward assessing accurately all forms 
of industrial effort, where previously a 
guess was the common yardstick of 
measurement. This has brought into The orderly control of industrial de- 
prominence the proper function of cost velopment—and expansion—depends for 
accountancy . . . the ability to plan, its success upon the trained cost accoun- 
control and measure the efficiency of tant. As a qualified accountant, you can 
each part of an enterprise. acquire quickly this skilled knowledge. 


Where formerly the development of ac- 
counting was almost solely financial, to- 
day the responsibilities of the accountant 
involve not only profit and loss, but also 
the task of revealing the relative degrees 
of efficiency of the enterprise. Thus has 
developed the work of the Cost Accoun- 
tant—the highly skilled specialist in the 
systematic classificztion and interpreta- 
tion of cost data. 


You are cordially invited to call, write or phone our nearest office for particulars. No obligation is incurred 


Hemingway Robertson Institute 


Consulting Accountants . . . Professional Tutors 


Since 1897, an Institution to promote personal advancement in business through education 


122 BANK HOUSE - - BANK PLACE - - MELBOURNE 
122 BARRACK HOUSE - 16 BARRACK STREET - SYDNEY 


Offices all Capital Cities, Geelong, Newcastle and Launceston. 
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EDITORIAL 


International Exchange of 


Accounting Information 


DEAS, and their dissemination and 

development, are the basis of the 
world’s progress. In the early days of 
civilisation when mankind lived mainly 
in small villages and the inhabitants of 
a neighbouring village were regarded as 
foreigners whose speech was barely com- 
prehensible, the communication of ideas 
was restricted to a few scholars. Although 
these learned men sometimes travelled 
great distances their journeyings were 
slow and the interchange of ideas and 
knowledge was limited by the lack of 
written records. Such records of new 
ideas as were made had to be laboriously 
transcribed by hand. Thus the passage 
of ideas was slow and their acceptance 
still slower. 


The invention and development of 
printing provided the means for the rapid 
reproduction in great numbers of copies 
of recorded ideas, and this, allied with 
improved methods of transportation, 
facilitated the dissemination and exchange 
of ideas, opinions and technical data. 
Great oceans and continents are no 
longer barriers in the exchange of ideas 
and information and hundreds of 
scholars from various countries are con- 
stantly travelling around the globe in 
search of knowledge. Today scholars of 
one country have no difficulty in meet- 
ing and understanding their fellows of 
another country. The passage of ideas 
has been facilitated further by the for- 
mation of organisations of experts in 
particular fields, and the subsequent 
meetings with members of kindred insti- 
tutions of other countries at national and 
international conferences. 


Though the latter development first 
occurred in the physical sciences, the 
social sciences are not lagging behind in 
a realization of the values of organised 
meetings and the movement of experts 
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for the exchange of ideas and mutual 
assistance on difficult problems. This is 
just as true of accountancy as of other 
social sciences. 


Throughout the development of the 
profession in Australia valuable help has 
been received from the profession in 
Great Britain. In recent years much assis- 
tance has been derived from the profes- 
sion in the United States. We have bene- 
fited from the views of leading American 
accountancy authorities, who have de- 
livered lectures and given courses of in- 
struction in the various States. In cases 
of scholars who have visited Australia 
under the Fulbright scheme, lectures to 
the profession have been arranged in 
conjunction with the various Universities. 


It is fitting that the international ex- 
change of accounting information should 
be maintained and encouraged and, to 
this end, arrangements have been made 
by the Society for four American ac- 
countants, each an outstanding authority 
in a particular branch of the profession, 
to visit Australia shortly, for a series of 
lectures. An announcement of these 
courses of lectures appears at pp. 2 and 
3 of this issue. 


The high calibre of the visiting lecturers 
and the timely relevance of the subjects 
chosen for discussion in the courses 
make the lectures of outstanding value 
and importance to members. 


Further attention is focused on the 
international accounting scene in this 
issue of the journal by the announce- 
ments appearing at p.4. These comprise 
preliminary details of the next interna- 
tional congress of accountants to be held 
in New York in 1962 and of the next 
conference of Asian and Pacific ac- 
countants to be held in Tokyo in the 
same year. 





LECTURE COURSES, 1961 


By Team of American Lecturers 


JISTINGUISHED American authori- 

ties on Management Accounting, 
Financial Control, Production Control 
and Business Research will visit Aus- 
tralia shortly under the sponsorship of 
the Society with the aid and support of 
the Commonwealth Development Bank 
of Australia. 


Members will recollect the successful 
tour in 1957 of Professor Robert L. 
Dixon of. the University of Michigan 
under similar arrangements with the In- 
dustrial Finance Department of the 
Commonwealth Bank. It was generally 
agreed that his lecture-courses were of 
great assistance to those who attended 
and that his mission contributed materi- 
ally to the advancement of accounting 
theory and practice in Australia. His 
contributions towards the improvement 
of accounting techniques for management 
purposes were contributions also to the 
economic development of this country. 


On this occasion, the four lecturers are 
widely experienced and are actively en- 
gaged in the day-to-day problems arising 
in their respective fields. They are pro- 
minent consultants and top executives 
with an awareness of the need for the 
accountant to be better informed on mat- 
ters pertaining to specialties other than 
his own. Each of them is well qualified 
academically and has had previous ex- 
perience with the presentation of lec- 
ture-discussion courses. 


The division of individual responsi- 
bility and functional specialisation is apt 
to limit the horizons and experience of 
potential top executives. The subjects 
chosen for discussion at the forthcom- 
ing courses will assist members to 
remedy this defect and better equip 
themselves to take their places in the 
management team. Moreover, the courses 
will be most timely having regard to the 
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more difficult times which lie ahead of 
Australian businesses in the course of 
current economic adjustments. 


LECTURERS AND COURSES 


The team of lecturers and the courses 
they will present, are as follows:— 


Course 1: “Management Control 


Through Accounting.” 


Lecturer: MR. DONALD J. BEVIS, © 
M.B.A., of New York, senior partner of § 
Messrs. Touche, Ross, Bailey and Smart, 
an international firm of Certified Public 
Accountants, former vice-president and 
member of numerous committees of the 
American Institute of Accountants and 
a Vice-President of the American Ac- 
counting Association. Mr. Bevis will act 
as leader and co-ordinator of the team. 


Course 2: “Challenges in Financial Man- 
agement.” 


Lecturer: Mr. T. KENNETH HAVEN, 
A.B., M.B.A., Ph.D., President, Pioneer 
Finance Company of Detroit and a 
Director of a number of other companies. 
Formerly, as Executive Vice-President 
of Reichhold Chemicals Incorporated 
and as a Director of its foreign subsidiar- 
ies, he has visited Australia several times. 


Course 3: “Problems in the Planning and 
Control of Production.” 


Lecturer: Mr. MAURICE R. LILES, 
B.A., Management Consultant of Detroit 
and Chicago, specialising in the produc 
tion field. 


Course 4: “The Application of Business 
Research to Accountancy.” 

Lecturer: Mr. KENNETH G. STUART, 

A.B., M.B.A., Assistant Treasurer and 


Director of Market Research, Eastmat 
Kodak Co., Rochester, New York, fot- 
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mer Director of American Marketing 
Association and former Chairman of 
the Market Research Council of National 
Industrial Conference Board. 


Because of the important positions 
they occupy, it will be possible for each of 
the lecturers to spend some five or six 
weeks only in Australia. To provide 
members in all States with the benefit 
of the courses, the lecturers will arrive 


at weekly intervals and visit each State 
one after another. They will spend four 
days in each of Melbourne and Sydney 
and two days in each other capital city. 
They have agreed, however, to present 
the same material in the two days as 
they will in the four days. This will be 
done by the presentation of two courses 
a day, thus avoiding any compression of 
material. 





SCHEDULE OF COURSES 


Courses will be presented in the various capital cities during the weeks 


commencing on the following dates:— 


Course | Course 2 Course 3 Course 4 





SYDNEY 
MELBOURNE 
ADELAIDE 
PERTH 
HOBART 
BRISBANE 


May 8 
May 15 
May 22 
May 22 
May 29 
May 29 


Apl. 24 
May 1 
May 8 
May 8 
May 15 
May 15 


May | 
May 8 
May 15 
May 15 
May 22 
May 22 


May 15 
May 22 
May 29 
May 29 
June 5 
June 5 





In Melbourne and Sydney the courses 
will be delivered in the late afternoon — 
4 p.m. to 6 p.m. — on four consecutive 
days and, in each other city, on two 
days at times yet to be arranged. 


Throughout the courses, emphasis will 
be given to the application of general 
principles and techniques to specific 
instances. Designed as they are to pro- 
vide a fund of knowledge which will aid 
in the solution of current problems, the 
courses will be essentially practical. Ex- 
tensive notes and case material will be 
provided. Courses will be presented by 
the lecture-discussion method. To facili- 
tate a free exchange of knowledge and 
experience, important topics will be dis- 
cussed as they are raised by the lecturer. 
On the last day of each course, arrange- 
ments will be made for the group to meet 
the lecturer informally at a buffet dinner. 
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Because of the considerable expendi- 
ture involved, an inclusive charge of 
£18/18/- to members and £24/3/- to 
non-members for each course will be 
necessary. To enable participants to gain 
the maximum benefit from the courses, 
enrolments for each of them will be 
limited to fifty persons. The scheme is 
an ambitious one, but the General Coun- 
cil of the Society is confident that it will 
meet with the same success as the courses 
presented by Professor Dixon in 1957. 


The above announcement is being 
made now so that members can plan in 
advance to attend. Further information 
will be given in the next issue of this 
journal and final details, together with 
an enrolment form, will be set out in a 
brochure which will be sent to every 
member early in March next. 





Eighth International Congress of Accountants 


N communications received from the 
President, Mr. Arthur B. Foye, invi- 
tations are extended to members of the 
Australian Society of Accountants and 
of The Australasian Institute of Cost 
Accountants to attend the above Con- 
gress which will be held in New York 
from 23 to 27 September, 1962. 


The theme of the technical discussions 
will be “Auditing and Financial Report- 
ing in the World Economy.” An 
attractive social programme is being ar- 
ranged and provision is made for organ- 
ised tours of New York. 


Mr. Foye states “It is our sincere hope 
that the Eighth International Congress of 
accountants will strengthen friendships 
among accountants from all parts of the 
world, will contribute to progress in the 
fields of accounting auditing and financial 
reporting, and will provide a pleasant 
opportunity for our colleagues abroad to 
enjoy the hospitality of the profession in 
the United States, which is deeply in- 
debted to those who have entertained 
our members at congresses of past years. 


“We plan to provide suggestions of 
low-cost hotels and restaurants that wili 
make it possible for visitors from abroad 
to obtain a hotel room and food in New 
York for perhaps as little as 15 dollars 
a day per person. We shall keep the 
registration fee for visitors from abroad 
to a minimum figure — we hope not 
more than 40 dollars per person, which 
will provide admission to two or three 
luncheons and dinners. 

“We earnestly desire to attract to this 
Congress as large an attendance as pos- 
sible from among our colleagues in other 
countries. It is our hope that no rigid 
limitation need be placed on the numbers 
of official delegates from participating 
organisations outside the United States. 
But it is necessary to know how many 
representatives may attend.” 

Any member of either the Society or 
the Institute who is planning to visit the 
United States in 1962 and who may be 
able to attend the Congress is requested 
to inform the General Registrar, 37 
Queen Street, Melbourne, C.1. as quickly 
as possible so that an estimate of the 
numbers likely to attend can be passed 
on to the Secretary of the Congress. 





Asian and Pacific Accounting Conference 


COMMUNICATION has been re- 

ceived from Mr. Tetsuzo Ota, Presi- 
dent of the Japanese Institute of Certified 
Public Accountants, intimating that the 
third conference of accountancy organi- 
sations in the Asian and Pacific areas 
will be held in Tokyo around October, 
1962. 


The first Far East Conference of Ac- 
countants was held in Manila in 1957. 
It was confined to official delegates 
nominated by the participating bodies — 
three only from each organisation being 
recognised at each conference session. 
The second Conference was held in Can- 
berra this year and, again, three official 
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delegates from each organisation only 
were recognised at each conference ses- 
sion — numbers in excess of three at- 
tending as observers only. At both Con- 
ferences, discussions were confined to 
institutional matters such as the organisa- 
tion of accountancy bodies, educational 
facilities available to students of account- 
ancy and professional ethics. In Aus 
tralia, however, a general convention in 
Melbourne was superimposed upon the 
Canberra Conference. It is unlikely that 
a similar convention will be held in 
Tokyo because of language difficulties. 
Consequently a large attendance of Aus- 
tralian accountants at the Tokyo Confer- 
ence is not contemplated. 
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TAXATION 


Interest Paid by Companies 


The Income Tax Assessment Act 
has been amended to give effect to the 
proposals announced recently by the 
Comonwealth Treasurer for restrictions 
in the deductions to be allowed for inter- 
est paid by companies. 


The new legislation consists of Sections 
5IAA and SIAB; the former section 
places a limit on the allowance of tax de- 
ductions for a company’s general interest 
commitments, while the latter specifically 
provides for the non-allowance of tax 
deductions for interest on convertible 
notes issued by companies. 


SECTION 51AA — INTEREST: 


This new section applies only to as- 
sessments relating to income derived 
during the year ended 30 June, 1961. 
The Commonwealth Treasurer has des- 
cribed Section S5IAA as an_ interim 
measure to operate as an “immediate 
curb on the kind of competition for 
money which the Government is en- 
deavouring to subdue during the period 
while a continuing scheme is drawn up 
and presented to Parliament.” 


It may be expected therefore that Sec- 
tion SIAA will be replaced at an early 
date by a new section to operate as the 
basis of a “continuing” scheme for the 
limitation of tax deductions for interest 
paid by companies. In the meantime, 
the provisions of Secion 51AA require 
examinaion. 

Limitation of Deductions: 

Section SIAA (4) provides that if a 
company’s “outgoings of the 1960-61 
year” are greater than £10,000, those 
outgoings will not be a tax deduction to 
the extent that they exceeded the “out- 
goings of the 1959-60 year”. 


To make some sense out of that oper- 
ative section, it is necessary to refer to a 
complicated series of definitions, con- 
tained in Section 51AA (1), as follows: 


The Australian Accountant, January, 1961. 


By D. C. WILKINS, B.coM., A.A.S.A. 


“Outgoings of the 1960-61 year” are out- 
goings to which this section applies incurred 
by a company in that income year, not 
being excepted outgoings. 

“Outgoings of the 1959-60 year” are defined 
similarly. 

“Outgoings to which this section applies” 
consist of interest necessarily incurred in 
producing assessable income, or in carrying 
on a business for the purpose of producing 
assessable income. 

“Excepted outgoings” are outgoings to which 
this section applies, being excepted interest. 
“Excepted interest” means interest paid or 
payable by a company to: 

(i) a bank, 

(ii) a company or body which the 
Treasurer declares to be a declared 
pastoral finance company, or a de- 
clared dealer in the short-term money 
market. 

(iii) a registered building society or co- 
operative housing society. 

(iv) a registered co-perative company 
providing housing or finance for hous- 
ing. 

and interest paid or payable to, or guar- 
anteed by — 

(i) the Commonwealth. 

(ii) an Australian State or Territory. 

(iii) a Commonwealth or State public 

authority. 

“Interest” covers ordinary interest, and also 
payments in the nature of interest made in 
respect of money lent advanced or deposited, 
credit given, or any other form of debt or 
liability, with or without security. 


Interest payments which are not cover- 
ed by the definition of “excepted interest” 
are therefore the subject of the restric- 
tions imposed by section 51AA. 


General Effect of Section 51AA 


In the first place there will be no dis- 
turbance of the allowance of deductions 
for “excepted interest,” i.e., interest paid 
to a bank, declared pastoral finance com- 
pariy, declared short-term money market 
dealer, building societies, the Common- 
wealth, the State, or public authorities. 


The next step is to determine whether 
other interest payments in the 1960-61 
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income year are less than £10,000. If 
they are, subject to certain specific pro- 
visions mentioned below (Arrangements) 
there will be no restriction of the deduc- 
tions allowed. 


If the interest payments (other than 
the excepted interest) for 1960-61 exceed 
£10,000, the deduction allowed will not 
exceed the amount of the deduction for 
such interest in the 1959-60 year. 


Permitted Variations 

There are, however, two procedures 
by which this limitation of the 1960-61 
deduction to the 1959-60 deduction may 
be varied — 


1. Section 51AA (10) provides that 
the company may elect that the 
limitation of the deduction for 1960- 
61 interest should be determined not 
in relation to the 1959-60 deduction 
allowed, but by reference to the 
company’s annual interest liability 
at 15 November, 1960, the date of 
the Treasurer’s announcement of 
the proposed changes in the Act. 


Where such an election is made, 
a calculation will be made of rates 
of interest applicable to the com- 
pany’s borrowings or indebtedness 
as at 15 November, 1960, which 
are used in the business, and the 
determination of the 1960-61 al- 
lowance for interest (other than ex- 
cepted interest) will have regard to 
the annual amount of the interest so 
calculated. 


The company’s annual interest 
liability at 15 November, 1960, for 
the purpose of this election, will in- 
clude interest on amounts which at 
that date the company was bound 
by agreement to borrow, or amounts 
which on or before that date the 
company has made an offer to bor- 
row, provided the company has in 
fact borrowed the money which is 
the subject of the agreement or 
offer. 

It is provided that if an election 
to substitute the annual interest lia- 
bility at 15 November, 1960, for 


the 1959-60 interest deduction is 
made, and it is subsequently found 
that the election would operate to 
the company’s disadvantage, a re- 
bate will be allowed, ensuring that 
the company will not be required to 
pay more tax because the election 
was made. 


. Section 51AA (7) provides that 
where the excepted interest (interest 
to banks, etc.) for 1959-60 was 
greater than the excepted interest 
for 1959-60, the amount of the 
other interest which would other- 
wise be allowed in 1960-61, having 
regard to the operation of Section 
51AA (4), will be increased by the 
amount of the excess. Two examples § 
will make this clear. 
1959-60 


Excepted interest £11,000 3 
Other interest 12,000 


1960-61 ; 
Excepted interest £10,500 & 
Other interest 14,000 


The disallowed interest would be re- 
duced from £2,000 (increase in excepted 
interest) to £1,500, because of the de- 
crease of £500 in the excepted interest n Ff 
1960-61. 
1959-60 


Excepted interest 
Other interest 


1960-61 
Excepted interest 
Other interest 


Apart from Section 51AA (7), the al 
lowance for other interest in 1960-61 
would be limited to £21,000. This al- 
lowance will however, be increased to 
£23,000 for 1960-61 because there is 
an excess of £4,000 of excepted interest 
for 1959-60 over that for 1960-61. In 
this example, interest other than excepted 
interest could be allowed, if it were in- 
curred, up to an amount of £25,000. 


Arrangements: 

Section 51AA (5) provides that where 
the Commissioner is satisfied that a com- 
pany incorporated after 15 November, 
1960, has been formed with a view t 
the affairs of that company and another 
company being so arranged that Section 
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51AA would operate more favourably 
than if the arrangements had not been 
made, interest incurred by that company 
for 1960-61 (other than excepted inter- 
est) will not be an allowable deduction. 


Also, as provided by Section 51AA 
(6), where the Commissioner is satisfied 
that changes in control or ownership of 
shares of a company have taken place 
after 15 November, 1960, with a view to 
the arrangement of the affairs of that 
company and another company so that 
Section 5IAA may operate more favour- 
ably, the deduction allowed in 1960-61 
for interest (other than excepted interest) 
will not exceed the 1959-60 deduction of 
such interest. The maximum of £10,000 
applicable to other than excepted inter- 
est will not in such a case apply. If an 
§ election under Section S5IAA (10) is 
made, the annual interest liability at 15 
» November, 1960, would be substituted 
§ for the 1959-60 deduction. 


Minimum Interest Deduction 


» Section SIAA (8) provides that the 
| total interest deduction for 1960-61 is 
not to be reduced to an amount less than 
| the sum of £10,000 plus the excepted in- 
} terest. For example: 

1959-60 


Excepted interest ENil 
Other interest £4,000 


1960-61 
Excepted interest £2,000 
Other interest 15,000 


Apart from Section 51AA (8) the de- 
duction for 1960-61 would be excepted 
| interest £2,000 and other interest £4,000. 
The deduction actually allowable for 
1960-61 would, because of Section 
SIAA (8) be excepted interest £2.000 
and other interest £10,000. 


Private Companies: 


The effect of Section 51AA in dis- 
allowing some part of the interest paid 
in 1960-61 would be the increase of the 
company’s taxable income and thus the 
distributable income of a private com- 
pany, and could produce a liability to 
undistributed profits tax, because the 
imterest paid is not available for distribu- 
tion as dividends. 
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To overcome this problem, Section 
51AA (9) provides that the distributable 
income of a private company will be re- 
duced by the amount of the interest dis- 
allowed as a deduction under the new 
section. 


Companies not Effected by Section 


The provisions of Section 51AA will 
not operate to place any limit upon the 
tax deductions for interest paid by the 
following classes of companies: 

(i) a bank; 

(ii) a declared pastoral finance com- 

pany, 

(iii) a declared dealer in the short- 
term money market, 

(iv) a company or body accepted as a 
building society, 

(v) a company whose principal busi- 
ness is the supply and distribution of 
water, gas or electricity by a reticu- 
lation system. 


SECTION 51AB — CONVERTIBLE 
NOTES 

This new section, unlike Section 51- 
AA, is intended to have permanent ap- 
plication. Section 51AB (6), the opera- 
tive clause, provides that interest, or a 
payment in the nature of interest, under 
“convertible notes” shall not be an al- 
lowable deduction from a company’s 
assessable income. 


“Convertible notes” are defined ex- 
haustively in Section 51AB. Broadly, it 
means a note which is evidence of a bor- 
rowing or indebtedness which may, 
directly or indirectly, be converted into, 
or redeemed by, the issue of shares or 
stock in a company. 


The disallowance of the deduction re- 
lates to interest on convertible notes is- 
sued after 15 November, 1960. It does 
not affect convertible notes issued before 
that date, or notes the terms of issue of 
which were announced on or before 15 
November, 1960, or which the company 
was bound to issue by an agreement 
made on or before 15 November, 1960. 


Section 51AB (2), (3) and (4) are 
directed to fit certain variations in the 
issue of notes and payment of the interest 
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within the scope of the general provisions 
of the section, as follows: 


(a) Where a company enters into two 
Or more separate arrangements for 
the raising of loans which in effect 
constitute the issue of convertible 
notes, the related instruments will 
be treated as a convertible note for 
the purpose of Section 51AB. 


(b) Where a company issues a note that 
does not directly entitle the holder 
to an issue of shares, but provides 
a right under a further instrument 
to an issue of shares, the note and 
the further instrument, or instru- 
ments, will be deemed to be a con- 
vertible note. 

(c) A company will be deemed to have 
issued a convertible note when a 
person is entitled to have it issued 
to him, even though he may actually 
receive it at a later date. Thus if 
the notes were due to be issued by 
15 November, 1960, but their actual 
issue was delayed, the interest on 
those notes will still qualify as a tax 
deduction. 

(d) If a person has made a payment 
which is in effect a payment of in- 
terest on convertible notes, and the 
payment is made good by the com- 
pany, the outgoing incurred by the 
company will be deemed to be in- 
terest to which Section 51AB (6) 
applies. Thus, the section will oper- 
ate where a company re-imburses 
some other person who has met the 
interest charge on behalf of the 
company. 

Premium on Convertible Notes 

A premium paid on the issue of con- 
vertible notes to which Section 51AB 
applies will be deemed to be a profit aris- 
ing from the issue of shares at a premium, 
for the purposes of Section 44 (2) (b) 
(iii). 
Expenses of Borrowing 

Section 67 of the Act, which provides 

for the allowance of a deduction of ex- 


penditure incurred in borrowing money 
used for the purpose of producing assess- 
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able income, will not in future apply to 
expenditure incurred by a company in 
borrowing money by means of convertibk 
notes to which Section 51AB applies. 
Section 67 will still apply to expenditur 
incurred in relation to the convertible 
notes issued on or before 15 November, 
1960. 


Private Companies 

Interest paid on convertible notes to 
which Section 51AB applies will be 
treated as dividends paid by a private 
company for the purpose of the com- 
pany’s undistributed profits tax calcula. 
tion. Such interest would, of course, have 
been excluded from the deductions 
allowable in determining the company’s 
taxable income. 


—_— +¢--— 


LETTER TO THE EDITOR 


Sales Tax Certificates 


In a letter to the Editor, Mr. J. C. M. 
Classon, A.A.S.A., of Kew (Vic.), raise = 
some pertinent and constructive points in 
regard to the use and abuse of sales tat 
certificates. 

The Editor — Sir, 

In the course of business I find it 
necessary to reject a considerable number 
of sales tax certificates as they do not 
comply with the Commissioner’s requite- 
ments. 

However, the number of occasions on 
which one receives a certificate in it 
correct form, including those received 
from some of the largest companies i 
Australia, is rare. 

It is apparent from the nature of the 
certificates issued that many persons Ie 
sponsible for designing order forms have 
no idea of the significance of the certifi 
cate as evidenced by just a few of th 
more common errors that occur — som 
incorrect examples are given below: 

1. “Exempt Sales Tax” commonly used 
by builders and electrical contractols, 
sometimes. printed into the order form, 
typewritten, or hand written. 
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Many building materials are exempt 
in their own right, but on the other hand, 
many are only conditionally exempt, that 
is, they are only exempt if a Certificate is 
given that the goods are used for a speci- 
fic purpose which makes them exempt, 
and it is the seller’s responsibility to en- 
sure that the exemption or classification 
claimed does qualify. 


2. VS with the number filled 
in. This is generally scribbled across the 
face of the order. Although incorrect, 
this is often accepted by the supplier of 
the goods. 


3. “WE ARE THE HOLDERS OF 
SALES TAX NO. VS (Attes- 


i tation). 


This is not an attestation in its correct 
form, but generally accepted as being 


» correct. 


' In two most common forms of Sales 
Tax Certificates are illustrated here in 
their correct form. 





' To the Commissioner of Taxation 


and the Commonwealth of Australia. 


I/We, hereby certify that 


} is the holder of Sales Tax Certificate No. 


Signature 


Date 





Sales Tax (Exemptions & Classifications Act) 

To the Commissioner of Taxation 

and the Commonwealth of Australia 

I/We, hereby certify that 

purchased from Invoice 

No. on are 

for use and 

exemption is accordingly claimed under item 
in the first schedule to the 

Sales Tax (Exemptions & Classifications Act.) 


Signature 


Date 
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Recently I had an order from a large 
Western Australian company with their 
sales tax number printed just under the 
name. Others get quite upset when asked 
to produce any sort of certificate, as 
though one is expected to know that they 
would have a sales tax number, or that 
the goods they buy are exempt. Alterna- 
tively their argument is that they have 
never had trouble with their other sup- 
pliers, and if they continue to have 
trouble, they will buy elsewhere. 

For the supplier who is attempting to 
do the right thing and protect himself 
from being penalised for accepting incor- 
rect certificates, it is a continuous battle. 

Without going into too much detail, 
the following suggestions are made: 

1. The public officer, senior partner, 
proprietor or authorised officer 
should ensure that the certificate is 
in its correct form, before it is 
printed, rubber stamped, typewritten 
or hand-written on an order. 

. A copy of the order incorporating 
the usual certificate or certificates to 
be used should be forwarded to the 
Sales Tax Department for approval: 
(a) In the case of new registrations, 

within 30 days of commencing 
trading or within 30 days of a 
registration being made. 

(b) in the case of existing registra- 
tions, over a period of twelve 
months, the Sales Tax Depart- 
ment could request a copy of the 
official order form to be attached 
to the monthly sales tax return. 

. The Sales Tax Department should 
advertise in the daily press from 
time to time, the requirements to be 
fulfilled, the penalties for non-ob- 
servance, and examples of certifi- 
cates in their correct form. 

[ feel that this is a subject on which 
members of the Society might care to 
express their views, as in the majority 
of cases the accountant or secretary 
either drafts out the form of order to be 
printed or used, incorporating the sales 
tax certificate, or is appointed as the 
public officer for sales tax purposes and 
therefore liable to answer for breaches 
of the Act. 





Notes on Selected Tax Cases 


PURCHASE AND SALE OF 
EQUIPMENT 


A loss on the sale of assets pur- 
chased at the same time as a lease 
of premises was obtained was not 
regarded as part of the cost of the 
lease. 


A lease of a city business was granted 
to taxpayer company for a term of five 
years for the sum of £4,000. At the 
same time, the fixtures, fittings and 
equipment in the premises were bought 
for £1,000. 


The leased premises had previously 
been used as a cafe; although the tax- 
payer company had acquired the cafe 
equipment there was no intention that it 
would be used by the purchaser, as an 
entirely different business was to be con- 
ducted. 


The cafe equipment was therefore sold 
soon after it was purchased, at a loss of 
£477. The taxpayer company, in its ob- 
jection against the Commissioner’s dis- 
allowance of this loss, claimed that the 
equipment had been bought for re-sale at 
a profit, that the loss arose in the course 
of a profit-making undertaking or scheme 
and that the purchase of the equipment 
was not an outgoing of capital. Alter- 
natively it was claimed that the loss of 
£477 should be regarded as part of the 
cost of obtaining the lease. 


At the hearing before the Board of Re- 
view, reported in 8 C.T.B.R. (N.S.) Case 
139, no evidence was submitted concern- 
ing the company’s first ground of objec- 
tion, and accordingly it was decided that 
a deduction for the loss incurred was not 
allowable under Section 51 or 52 of the 
Act. 


The alternative claim was that the 
amount of £477 should be regarded as 
part of the premium paid for the lease of 
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the basement, as it was a loss incurred ip 
connection with the grant of a leas 
Further, it was contended that the Con. 
missioner should, in the exercise of a de. 
termination under Section 83 (2) (bj 
allocate a further amount of £477 to th 
lease, reducing the amount allocated t 
the fixtures and equipment by a simila 
amount. 


The Board pointed out that althougt 
the two separate transactions were rt 
lated, the loss of £477 on the sale of tk 
equipment bore only a remote relation 
ship to the premium paid for the leas 
It was certainly too remote to regard th 
amount of £477 as consideration in cot 
nection with the grant of the lease. Th 
amounts allocated to the lease and tk 
fixed assets purchased were apparenthyy 
determined by the parties in good faith 
and there was no justification, the Boat 
considered, to regard them as other tha 
fair and reasonable. 


* + o 


PROFITS FROM PUNTING 


Amended assessments issued o® 
registered bookmaker, arising from 
an investigation of his affairs, wer 
substantially confirmed by the Boa 
of Review. 


The taxpayer’s affairs for the yeal 
1945 to 1955 were the subject of a 7 
Department investigation, and, in 
words of the Chairman of the Board 
Review, in 8 C.T.B.R. (N.S.) Case 134 
“as a result of that investigation the t# 
payer was called upon to pay conside 
ably more tax than he had paid.” 


Having been asked by the Comm 
sioner to explain the apparent unde 
statement of income disclosed by 4% 
betterment statement, amounting * 
£140,877 over the eleven-year perid 
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the taxpayer stated that he was surprised 
at the result of the examination, that his 
records had not been given sufficient at- 
tention, and that any acts of omission 
were pure carelessness. 


During the investigation, some safe 
deposit boxes in the taxpayer’s name were 
opened. These contained a total of 
£32,900. 


The objections against the amended 
assessments contained up to nineteen 
grounds of objection, concluding with a 
claim that the Income Tax Assessment 
Act is invalid, unconstitutional and ultra 
vires the Parliament of the Common- 
wealth. 


The Board had to decide what amount 
of cash the taxpayer had on hand at the 
beginning of the 1945 income year; the 
taxpayer had claimed that he had 
£27,000 in hand, but the Board decided 
that he had £900 only, and as a result the 
betterment incomes were reduced by the 
amount of £900. 


Next, the Board considered whether 
alleged punting wins of the taxpayer re- 
presented taxable income. The objections 
| lodged did not specifically mention this 
aspect, although taxpayer stated in evi- 
dence that he had won £152,155 in punt- 
' ing over the eleven-year period con- 
} cerned. This was not accepted; it was 
} suggested that his S.P. betting business 
» was more likely to have contributed to 
the consistent accretions of assets than 
his punting. 

However, even if he had been such a 
successful punter, the conclusion was 
reached that the taxpayer’s business con- 
sisted of fielding, running an illegal bet- 
ting shop, punting and the racing of 
horses, and all profits arising from those 
activities should be included in his as- 
sessable income. 

The other matters before the Board 
related to expenditure on various cot- 
tages and flats; the Commissioner’s treat- 
ment of this expenditure as of a capital 
nature was confirmed. 


It was mentioned that the taxpayer 
had previously been investigated by the 
Department. 
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The tax assessed, confirmed apart from 
the effect of the reduction of income by 
£900 mentioned above, was £104,315, 
and penalties amounted to £52,161. 


* t 7 


REMUNERATION PAID TO 
SHAREHOLDER 


Director’s fees paid to a share- 
holder of a private company for past 
services were held to be allowable as 
a deduction under Section 51 of the 
Income Tax Assessment Act, and 
no part was deemed to be a dividend 
under Section 109. 


The taxpayer company was engaged 
from 1952 in the business of selling wool, 
manufacture and sale of wool tops, com- 
mission selling of wool waste, and wool 
futures brokerage. The governing director 
of the company, who had considerable 
knowledge and experience of the wool 
trade, held 5001 shares and his wife held 
one share. They were also the only 
directors of the company. 


For the first few years of the company’s 
operations, no directors’ fees were paid, 
as the business was not profitable, but in 
June, 1957, the governing director’s wife 
was paid £1,000, representing “£200 per 
annum for the past five year’s work.” 


The Commissioner allowed a deduc- 
tion to the company of £104 only, ad- 
vising the company that the amount 
of £896 was “not allowable as a deduc- 
tion.” When referring the company’s ob- 
jection against this disallowance to the 
Board of Review (reported in 8 C.T.B.R. 
(N.S) Case 140) the reasons for the 
Commissioner’s treatment of the amount 
claimed were that “pursuant to the pro- 
visions of the Income Tax and Social 
Services Contribution Assesesment Act, 
1936-1957, the amount allowable as a 
deduction does not exceed £104.” 


At the Board hearing, the Commis- 
sioner adopted the attitude that neither 
the taxpayer nor the Board was entitled 
to know whether the Commissioner had 
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applied Section 109 of the Act, treating 
the remuneration as unreasonable in 
amount and consequently disallowing the 
excess over what he considered to be 
reasonable, or had applied Section 51 
and had decided that the director’s fees 
paid were not wholly a business expense. 


On this aspect, one member of the 
Board expressed the view that the tax- 
payer company was entitled, “as a matter 
of justice”, to know under what pro- 
vision of the Act the deduction had been 
disallowed. It is important for a taxpayer 
to know, in circumstances such as this, 
whether he is appealing against a Section 
51 disallowance, which represents pure- 
ly an application of the words of that 
section, or a Section 109 disallowance, 
which involves the exercise of the Com- 
missioner’s discretion. The matter could 
be of importance in deciding whether to 
take the appeal to the court or the Board 
of Review; the Board is not as restricted 
as the court in dealing with matters re- 
lating to the exercise of the Commis- 
sioner’s discretion. 


It appeared to the Board that the 
Commissioner was seeking to present al- 
ternative arguments, that if the Board did 
not agree that Section 51 operated to 
disallow the amount of £896 in dispute, 
recourse would then be made to Section 
109, to seek an opinion that the remuner- 
ation of £1,000 was excessive. 


Reference was made to the High 
Ceurt case of W. J. and F. Barnes Pty. 
Ltd. v Federal Commissioner of Taxa- 
tion (1957) 6 A.I.T.R. 386 where it was 
made clear that Section 109 relates to 
payments which otherwise would be 
allowable deductions. The Commissioner 
was not applying Section 109 correctly if 
he purported to act under Section 51 by 
deciding that the amount of £896 was 
not allowable, and then forming an 
opinion under Section 109 that to that 
extent the remuneration was unreason- 
able. Fullager J. in Barnes’ Case said, 
“The question of the allowability of a 
payment as a deduction is one question, 
and it is a question as to which Section 
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109 does not authorise the Commis- 
sioner to form an opinion binding on the 
taxpayer or an opinion to which Section 
170 (8) applies. The question whether an 
otherwise allowable deduction should be 
reduced because it is unreasonable in 
amount is another question.” 


The Board then, apparently, had to 
hazard a guess as to what was in the 
Commissioner’s mind when the deduc- 
tion was disallowed. Either he regarded 
only £104 of remuneration paid as being 
incurred in gaining or producing the 
company’s assessable income (Section 
51) or had regarded it as wholly allow- 
able under Section 51 but unreasonable 
in amount to the extent of £896 (Section 
109) or had not considered Section 51 
but had decided that it was only partly 
allowable because of Section 109. This 
latter assumption would not stand, as it 
would be a “misapplication” of Section 
109 by reason of the principle expressed 
in Barnes’ Case. It was decided to adopt 
the view that the remuneration paid 
was wholly allowable under Section 51; 
the governing director’s wife, had, in fact, 
rendered services as director during the 
previous five years and had in fact been 
paid the amount of £1,000. 


The question then to be considered was 
whether the amount of £1,000 repre- 
sented unreasonable remuneration for 
the services performed. Having regard to 
the evidence submitted as to the director's 
meetings attended, and of the assistance 
given to the governing director in the 
conduct of the business, the Board de- 
cided that the remuneration paid (equal 
to £200 per annum for five years) was 
not unreasonable. 


The fact that the fees paid in 1957 re- 
lated to services rendered as director 
during the years 1953 to 1957 did not 
debar the company from obtaining the 
deduction under Section 51, as it has been 
established that an outgoing which arises 
out of income-producing activities of a 
prior year may be deducted in a sub- 
sequent year when the payment is ac- 
tually made. 
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NON-PROFIT COMPANY 


The conditions which must be 
fulfilled if a company is to qualify 
as a “non-profit company” for the 
purposes of the Income Tax Rates 
Act were considered by the Board 
of Review. 


The Income Tax and Social Services 
Contribution Act, known as the Rates 
Act, provides that tax shall not be im- 
posed upon a taxable income which does 
not exceed £104 derived by a “non- 
profit” company which is defined as “a 
company which is not carried on for the 
purposes of profit or gain to its indi- 
vidual members and is, by the terms of 
the memorandum or articles of associa- 
tion, rules or other document constituting 
the company or governing its activities, 
prohibited from making any distribution, 
whether in money, property or otherwise, 
to its members.” 


The taxpayer, an unincorporated as- 
sociation, was a “company” as defined 
by the Income Tax Assessment Act, and 
it was conceded that it was not carried 
on for the purpose of profit or gain to 
its individual members. 


During the years concerned the as- 
sociation earned income from Common- 
wealth Bonds, not exceeding £104 in any 


one year, and the Commissioner assessed 
the company on this interest. 


The question to be decided by the 
Board of Review, in 8 C.T.B.R. (N.S.) 
Case 135, was whether the association 
was prohibited from making any distribu- 
tion to its members. If there was such a 
prohibition, po tax woukd be assessable 
on the interest. 


The rules of the association made no 
reference to the distribution of its funds 
either during its existence or upon dis- 
solution. The taxpayer contended, how- 
ever, that m9 distribution was possible, 
having regard to the rules generally, and 
that it was unnecessary for the rule to 
state specifically that a distribution was 
prohibited. 


The Board was not of one mind con- 
cerning the operation of the rules of the 
association as they concerned the right 
to make an effective distribution, at least 
while the association was a going con- 
cern. However, as the rules did not con- 
tain anv positive rule prohibiting dis- 
tribution, which is specifically required 
by the Rates Act, the association did not 
conform to the requirements of the de- 
finition of a “non-profit company” and 
therefore the Commissioner’s action in 
charging tax on the interest earned by the 
Association was confirmed. 





Further Australian Income Tax Amendments 


The following items conclude the dis- 
cussions which have appeared in the 
November and December 1960 issues of 
The Australian Accountant in respect to 
amendments made to the Income Tax 
Assessment Act to facilitate the allow- 
ance of tax credits to residents of Aus- 
tralia for income tax imposed by the 
Territory of Papua and New Guinea. 


SECTION 79 


This section provides for a deduction 
for contributions to retirement benefit 
funds for the benefit of the employees 
(or their dependants) of a person other 
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tahn the one making the contribution. 
It previously related only to contribu- 
tions for the benefit of employees who 
were residents of Australia (which 
included Papua), and has now been 
extended to apply to contributions for 
employees who are residents of New 
Guinea. 


SECTION 103 

Taxes paid in the Territory of Papua 
and New Guinea will be taken into 
than the one making the contribution. 
income of a private company. Para- 
graph (b) (iii) of the definition of “the 
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distributable income” will therefore 
include Territory taxes paid on the 
income assessable to Australian tax. 


SECTION 125 

This section requires a company pay- 
ing interest to a non-resident on money 
secured by debentures and used in Aus- 
tralia, or on money lodged at interest in 
Australia, to pay Australian tax on the 
interest, and authorises the company to 
deduct the tax from the interest remitted. 
The amendment has the effect of exclud- 
ing interest paid to residents of Papua 
and New Guinea from the operation of 
the section. Such interest from sources 
in Australia will be included in the tax 
returns of Territory residents in the 
normal manner. 


DIVIDEND (WITHHOLDING) TAX 


Amendments have been made to 
Sections 128A and 221YL which will 
have the following effect: 


(a) Dividend withholding tax is not 
imposed on dividends paid by Aus- 
tralian companies to shareholders who 
are residents of the Territory of 
Papua and New Guinea. 

(b) Companies are not required to deduct 

withholding tax where dividends are 
paid in the Territory or to share- 
holders having an address in the 
Territory. 
Deduction of withholding tax is not 
required to be made from dividends 
received from an Australian com- 
pany by a person in Australia or in 
Papua or New Guinea on behalf of 
a resident of the Territory. 


Deduction of withholding tax will be 
necessary, however, where a person in 
Australia or the Territory receives a 
dividend on behalf of another person 
who is not resident in Australia or the 
Territory. 


SECTION 142 


This section relates to the assessment 
of tax on non-resident insurers. 


Division 15 provides, generally, that 


premiums received by a non-resident 
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insurer are subject to Australian tax if 
the insured property is in Australia or 
the event insured against can happen 
only in Australia, or if the insured person 
is an Australian resident, and the insur- 
ance is entered into through an Australian 
agent of the overseas insurer. 

Similar provisions exist in the Territory 
Income Tax Ordinance and as a result 
the areas in which tax is imposed by the 
Australian and Territory tax systems 
overlap. 

As a result of the amendment, if the 
insured property is in Papua or New 
Guinea, or the insured event can only 
happen there, Australian tax will not be 
imposed merely because an Australian 
agent or representative arranged the 
contract. The premiums will, however, 
continue to be liable to Australian tax 
if the insured property is in Australia or 
the insured event can happen only in 
Australia. 


SECTION 157 

The averaging provisions of the Act 
were confined to persons who carried on 
in Australia a business of primary pro- 
duction. A person carrying on primary 
production in the Territory of Papua and 
New Guinea, who is a resident of Aus- 
tralia and not a resident of the Territory, 
will now be subject to the averaging pro- 
visions. 

Persons resident in the Territory or 
who are not residents of Australia, would 
not be affected by the averaging pro- 
visions of the Australian Act, because 
they would not be subject to Australian 
tax on income from primary production 
in the Territory. 


SECTION 221YDC 


An adjustment of provisional tax may 
be made, having regard to the expecta 
tion of a credit for Territory tax being 
granted under new Division 18. 


SECTION 251B 


Persons in the Territory who propose 
to charge fees for the preparation of 
Australian income tax returns will have 
to register with the Tax Agents’ Board 
in the State of Queensland. 
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Attack on Demand Inflation 


SUCCESS OF MR. HOLT’S EMERGENCY 
MEASURES DEPENDS ON FOLLOW-UP 


By Dr. K. A. BLAKEY, Reader in Economics, 
University of Melbourne. 


qt is easy to find fault, as most critics 

have done, with the individual meas- 
ures Mr. Holt has used in his shock at- 
tack on demand inflation and other 
causes of the decline in overseas re- 
serves. It is not so easy to find alternatives 
which would meet the needs of the situ- 
ation. Indeed, apart from the few who 
would prefer either the re-imposition of 
import restrictions or devaluation, most 
Australian critics have implied that the 
Treasury and the Reserve Bank should 
have let things slide and hoped for the 
best. 

When import controls were removed 
last March it was clear that any excess 
demand, from then on, would lead to 
over-importing. As expected, there was a 
sharp increase in imports widely spread 
over materials, equipment, and consumer 
goods: this was part of the official pre- 
scription to reduce the pressure of de- 
mand for Australian resources. As long 
as the increase in imports was not too 
great and did not continue for too long, 
it could have been accommodated by the 
large overseas reserves held. In the event 
it did go on too long for comfort. In six 
months from March, Reserve Bank hold- 
ings of London funds fell by £80 million, 
and then in October-November this de- 
cline accelerated. The level of aggregate 
demand in Australia continued to build 
up, keeping ahead of the improvement 
in the supply position due to increasing 
imports. If March-November trends had 
continued, overseas reserves and credits 
available from the International Monetary 
Fund (though both are still substantial) 
would in time have been dissipated. 

The Government and the Reserve Bank 
were at fault in allowing the build-up of 
demand to continue at the rate it did. 
Between March and September the ex- 
pansion (£143m.) of trading bank ad- 
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vances was far greater than the usual 
seasonal movement. This, together with 
some overseas financing of imports, pre- 
vented the rise in import-payments from 
bringing about any substantial reduction 
in business liquidity. 

If precautionary steps by the Reserve 
Bank had checked this rise in advances, 
or if the Treasury, early in the year, had 
undertaken measures to offset its effects, 
then the expansion of demand could have 
been limited and kept in step with the in- 
crease in Australian production. Conse- 
quently pressure on prices and costs in 
Australia should have been reduced, and, 
after a period of stocking up of imported 
goods, one would have expected the rise 
in overseas payments to level off at an 
earlier date. 

Apparently, then, a little more pre- 
caution early in the year would have done 
the job which now requires drastic meas- 
ures. But, having delayed so long, and 
having ruled out devaluation and the 
restoration of import restrictions, the 
authorities were left with a limited range 
of choice. 


Interest Rates 


Since the finance companies discovered 
the immense possibilities of financing 
longer-term commitments by continually 
renewed short-term borrowing, the need 
for some measure of official control has 
been apparent. Left to themselves, the 
finance houses could have used this 
source of funds to direct a disproportion- 
ate share of available resources to in- 
dustries able to make hire purchase at- 
tractive to their customers. This would 
also have the effect of increasing the im- 
portance of a highly variable component 
of aggregate demand. 

Last year, official intervention by the 
setting up of discount houses and issuing 
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seasonal finance notes meant that more 
short-term funds could be used to finance 
public expenditure. (It meant a better 
chance of improving our roads and 
schools, instead of putting all our new 
capital into making cars and television 
sets). This meant, too, the provision of a 
channel through which monetary policy 
could operate more efficiently in influenc- 
ing private expenditures. However, flex- 
ible interest rates were required to make 
such controls effective. 

The inhibitions of the Treasury respect- 
ing variations in interest rates have at 
last, apparently, responded to the pres- 
sure of events, and now we have some 
flexibility in overdraft rates and bank 
deposit rates. There has been some sign, 
too, of a rise in the yield on Government 
stock. This change is overdue: if it had 
come early in the year it might have saved 
Mr. Holt the necessity of striking such a 
blow at investors’ confidence in Novem- 
ber. 

However, the modification of interest 
rate policy has other features which are 
open to criticism. It is doubtful if the 
direction to trading bankers to discrimi- 
nate against importers and some other 
types of borrowers is justified, and even 
more doubtful if it will be very effective. 
Overdraft accommodation is often, of 
necessity, used for other purposes than 
those for which it was initially (or os- 
tensibly) arranged. It can be argued, too, 
that bankers’ control over their clients’ 
activities should be kept at a minimum, 
and that the only grounds for discrimina- 
tion should be credit-worthiness. New 
Zealand experience with differential in- 
terest rates and discrimination against 
the same types of borrowers (on which 
the direction to Australian bankers 
seems to have been modelled) has not 
been very encouraging. It has not been 
highly effective, and it involves some 
sacrifice of long-run requirements in 
banking practice to short-term expedi- 
ency. 

Tax Provisions 

Under existing conditions, the in- 
creased sales tax on cars seemed approp- 
riate, first because it affects a section of 
industry which was making an important 
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and increasing contribution to the main- 
tenance overall of an inflationary level 
of demand. It was (secondly) a way of 
getting at the hire purchase business. If 
this measure were extended to television 
sets, then the job of controlling hire- 
purchase expenditure might be left to 
monetary policy — because hire-purchase 
activity is sensitive to overall variation in 
demand. Another possible development 
would strengthen the case for leaving 
hire purchase, as such, alone: that would 
be the adoption in Australia of the pro- 
posals made by the two British associa- 
tions of hire-purchase firms. These are 
proposed rules setting minimum down- 
payments and maximum repayment per- 
iods, which, if adopted, would make ex- 
isting Government controls in Britain 
redundant. But this case for abjuring 
specific regulation of hire purchase de- 
pends on the effectiveness of monetary 
and budgetary policies. 

The most drastic measure affecting 
hire purchase companies and many other 
types of business was the suspension of 
tax exemption for costs of fixed-interest 
borrowing, so far as such costs exceed 
the last year’s level. There is a special 
case for treating interest on convertible 
notes as a distribution of income rather 
than a cost, because in their appeal to 
investors convertible notes are closer to 
equities than to debentures. Another 
point (perhaps not a point which should 
concern the commissioner of taxes) is 
that convertible notes offer an attractive 
and rather underhand means of watering 
capital. In any case their claim to ta 
exemption seems to be a weak one. 

The more general case affecting the 
increase in most other forms of fixed- 
interest borrowing is a different matter. 
The action on convertible notes had 3 
precedent in New Zealand, but the wider 
measure appears to have no precedent. 
It will lead to increased dependence 00 
equity financing, and it could go much 
too far in reducing private investment. In 
particular, a number of overseas interests 
contemplating large developments ® 
Australia, and planning to raise fund 
here on notes and debentures, could & 
put off. 
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However, statements made by Mr. 
Holt seemed to indicate that these tax- 
exemption measures were due for re- 
vision in the near future. 


Insurance and Endowment Funds 

The extraordinary departure from pre- 
cedent in requiring insurance companies, 
pension funds, etc., to hold 30 per cent 
of their funds in Government and public 
utility securities, also looks like a short- 
term expedient. It is out of step with re- 
cent developments in trustee security 
law, which have allowed trustees in Bri- 
tain and America greater freedom of ac- 
tion. It limits the extent to which these 
major long-term investors can hedge 
against inflation. 

At first sight this step looks unimport- 
ant, at least in its significance for in- 
surance companies, because they ordin- 
arily hold more than 30 per cent of their 
assets in Government securities. How- 
ever, it could work some mischief: it sug- 
gests that the authorities expect long- 
term investors to want to get out of gilt- 
edged investments, and it could have the 
effect of inducing the biggest of them 
(the insurance offices) to cut down their 
holdings of government and semi-govern- 
ment securities to the lower limit set. 

Indeed, it looks like a confession of 
weakness on the part of the Treasury: 
if Mr. Holt were resolute in his attack 
on inflation, and confident of his power 
to convince people of it, then this crude 
measure in support of the gilt-edged 
market would be redundant. 


Conclusion 


Lack of precaution, and deflationary 
tendencies in other countries, resulted in 
the need for drastic action on the part of 
the Government. Without greater know- 
ledge of the build-up of stocks of im- 
ported goods and the extent of overseas 
financing of imports, it is impossible to 
judge how critical was the situation which 
had arisen. Obviously Mr. Holt thought it 
highly critical. 

The steps taken (apart from those af- 
fecting interest rates) look like short- 
term expedients. Their effects so far 
appear to be in the right direction. Even 
if they check industrial development in 
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the short run, the resulting shake-out 
could lead to more rapid and better- 
balanced growth in the long run. 

This much-to-be-desired result depends 
on the follow-up on continuing long-run 
policies. In particular, it is not enough 
to stop demand inflation. Unless pres- 
sures on costs are removed — particu- 
larly those due to restrictive business 
practices — the repression of demand is 
likely to slow down long-run develop- 
ment. 

The measures adopted are much to be 
preferred to at least one of the alternatives 
— the reimposition of import controls. 
When we are short of labour, materials, 
and equipment, freedom to import facili- 
tates development. In the future, too, Aus- 
tralia will be increasingly dependent on 
industrial exports, and manufacturers 
must learn to compete with overseas 
producers in their home market. 

On the whole, too, I think these ex- 
pedients were to be preferred, under the 
existing conditions, to devaluation. As 
part of a long range programme of de- 
velopment, devaluation might lose its 
effectiveness if it were employed as a 
short-term expedient in the present situ- 
ation. It offers the best means of redres- 
sing the imbalance caused by the adverse 
trend in the relation between import and 
export prices, and improving the relation- 
ship between Australian costs and world 
prices. To achieve these effects it would 
require supplementary measures to stop 
inflation and in particular the removal of 
pressures on the cost side. I think it 
would also need to be associated with 
some selective tariff reductions. If they 
had the stage set, the authorities could 
use devaluation to put economic develop- 
ment in Australia on a much sounder 
footing; but in the absence of appropriate 
supporting measures, its effects would 
be wiped out by rising internal costs and 
prices. 

The measures adopted have the ad- 
vantage over these two possible alter- 
natives that they are easily reversible. If 
they are to be simply a stop-gap, to hold 
the ring until a real policy for long-run 
economic development is worked out, 
then they may serve their purpose. 
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THE AUSTRALASIAN INSTITUTE OF 


COST ACCOUNTANTS 


Meeting of General Council 


MEETING of the General Council 

was held in Sydney on Monday and 
Tuesday, 14 and 15 November. Those 
present were Messrs. A. F. J. Sutherland 
(Vic.), President (in the chair), W. H. 
Duirs (W.A.), K. S. Fleming (N.S.W.), 
H. F. Fox (Vic)., A. Moffatt (S.A.), 
G. M. E. Offner (Qid.), R. O. Thiele 
(Vic.) and H. L. Thomas (N.S.W.) (mem- 
bers appointed by the Institute), G. E. 
Fitzgerald (Vic.), W. P. Henson (N.S.W.), 
and O. H. Paton (N.S.W.), (members ap- 
pointed by the Society) and C. W. Ander- 
son (General Registrar). 


In opening the meeting, the President 
extended a welcome to Mr. K. S. Flem- 
ing, who had been elected to General 
Council in place of Mr. R. F. Jarman, to 
Mr. H. F. Fox, who had been elected in 
place of Mr. C. B. Villiers, and to Mr. 
W. P. Henson, who had been appointed 
by the Society in place of Mr. L. H. 
Dillon. 


General Council noted the above ap- 
pointements and placed on record its 
thanks and appreciation for the out- 
standing contributions made to the work 
of the Institute by Messrs. R. F. Jarman 
and C. B. Villiers over a long period of 
years and of Mr. L. H. Dillon since the 
affiliation with the Society. 


Most of the business of the meeting 
came before General Council in the form 
of written reports of its various com- 
mittees, which supplied the essential data 
and reasons for each conclusion. The 
following notes on decisions reached at 
the meeting are of necessity confined to 
matters of general interest. 


By-Laws 
General Council adopted a set of By- 
Laws containing principles of professional 
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conduct for the guidance of members. A 
copy of the By-Laws will be sent to each 
member early in the year. 


Uniform Companies Bill 


General Council decided that each 
Divisional Council should approach the 
respective Divisional Council of the 
Society regarding the appointment of an 
Institute representative on the committee 
formed in each State by the Society to 
consider the draft uniform companies 
bill. 


Decimal Currency 


At its last meeting, General Council 
endorsed a report on the above matter 
which had been prepared by a joint 
committee with the Society for submis- 
sion to the Committee of Inquiry ap- 
pointed by the Commonwealth Govern- 
ment. At this meeting, General Council 
noted with pleasure that the Decimal 
Currency Committee had included refer- 
ences to the joint submission in its pub- 
lished report, together with the appendix 
dealing with tests of possible office time 
savings under a system of decimal cur- 
rency. 


Objectives of the Institute 


The committee previously appointed 
by General Council to examine the long- 
range objectives of the Institute, having 
regard to the post-graduate nature of the 
work it was undertaking, submitted a 
detailed report on its deliberations during 
the year. The report was approved m 
principle by General Council and refer- 
red to a joint committee with the Society 
so that the functions of the two bodies 
could be clarified and co-ordinated in the 
best interests of the profession. 


Lhe Austrulian Accountant, January, 19. 
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COST INSTITUTE OFFICE BEARERS ELECTED FOR 1961 


Mr. A. MOFFATT, 
Vice-President. 


Mr. R. O. THIELE, 
Hon. Treasurer. 


Mr. H. L. THOMAS, 
President. 


Membership Committee 


At its last meeting, General Council es- 
tablished a Membership Committee to 
consider and report to it on means of 
enhancing the prestige of members in the 
community, of stimulating the interests 
of members and students in the develop- 
ment of the profession of cost account- 
ancy and of improving and extending 
the services of the Institute to its mem- 
bers and to the community generally. 


An active committee, consisting of 
South Australian members, had devoted 
considerable time to its assignment dur- 
ing the year and submitted a comprehen- 
sive report to General Council. The com- 
mittee was given authority by General 
Council to select the projects which, in 
its opinion, could be carried out im- 
mediately through Divisional Councils 
and was asked to submit to the next 
meeting plans for implementing the long- 
range projects. 


General Council placed on record its 
appreciation and thanks to the Member- 
ship Committee for its comprehensive re- 
port. 
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New Syllabus of Examinations 


A new syllabus of examinations, to 
come into effect with the April, 1962, 
series, was approved by General Coun- 
cil. The syllabus has regard to the post- 
graduate nature of the Institute and to 
the extent of cost and management ac- 
counting now included in the syllabus of 
the Society. Textbooks recommended for 
both study and reference in the various 
subjects were also approved. Copies of 
the syllabus, together with details of the 
transition period to be settled by the 
Education Committee early in the year, 
will be circulated to candidates and 
coaches as soon as possible. 


Finance 

The Finance Committee submitted a 
number of financial statements for the 
consideration of General Council, includ- 
ing a revised budget for 1960. Considera- 
tion was also given by General Council 
to the determination of a policy on the 
amount of the overall surplus which 
should be aimed for and of ways of 
achieving this objective. Estimates for 
1961, based on the policy determined, 
were subsequently approved by General 
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Council. The investment of surplus funds 
by the Finance Committee during the 
year, in accordance with the formula 
previously laid down, was noted by 
General Council. This provided for a 
diversity of investment with emphasis on 
security of capital rather than short-term 
benefits. 


Increases in Fees 


General Council decided that the en- 
trance fee for admission to membership 
should be increased from £2/2/- to 
£4/4/- immediately and that, beginning 
with April, 1961, examinations, the 
supervision fee payable by a candidate 
for the examination be increased from 
10/- to 15/- a series. 


Research and Technical Projects 


General Council noted the report on 
progress made in the various States on 
the projects allotted to them. The West- 
ern Australian Division had completed its 
assignment on “Long Range Forecast- 
ing” and the result of its work had ap- 
peared as a Cost Bulletin in July. A com- 
mittee of the Victorian Division had com- 
pleted its study on “Reporting to Lower 
Levels of Management,” which had been 
published as a Cost Bulletin in October. 
A draft statement from the Queensland 
Division on “Management and Distribu- 
tion” was nearing completion and the 
Western Australian Division had sub- 
mitted an interim report on the need for 
cost accountants to have a wider know- 
ledge of mathematics. The Victorian 
Council had been given approval to form 
a Committee to consider the subject 
“Cost Control in a Jobbing Factory.” 


Cost Bulletins 


The Publications Committee reported 
to General Council on the Bulletins is- 
sued during the year, including their cost 
of production. The committee reported 
also that it had approved of a new lay- 
out of the cover and of the use of a 
heavier quality paper. The committee 
expressed its appreciation of the co-oper- 
ation of the various Divisional Councils 
in making available for publication papers 
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presented at conventions and research 
reports prepared on various subjects. 


National Convention 

General Council decided that a nat- 
ional convention should be held in Vi 
toria in 1963 and the Victorian Divisional 
Council was appointed a special com- 
mittee to work out the detailed arrange- 
ments for the consideration of the execv- 
tive. 


Australian Productivity Council 

At its last meeting, General Council 
decided that the Institute should apply 
for membership of the Australian Pro- 
ductivity Council and appointed Mr. B. 
W. Ruffels as its representative on that 
Council. During the year, Mr. Ruffles 
reported that the Council had formed a 
number of sub-committees, on one of 
which — that dealing with work study — 
the Institute had been asked to serve. 


Office-Bearers 


The following office-bearers were 
elected for the ensuing year:— President: 
Mr. H. L. Thomas (N.S.W.); Vice-Presi- 
dent: Mr. A. Moffatt (S.A.); Hon. Treas- 
urer: Mr. R. O. Theile (Vic.) 


Next Meeting of General Council 


It was decided that the 1961 meeting 
of General Council should be held in 
Adelaide on a date to be fixed later by 
the Executive Committee. 


Records of Appreciation 


General Council placed on record its 
grateful thanks and appreciation to the 
retiring President, Mr. A. F. J. Suther- 
land, for his valuable work performed 
during the year and for the able manner 
in which he had conducted the proceed- 
ings of the meetings. 


General Council placed on record also 
its appreciation of the many courtesies 
extended by the State president and mem- 
bers of the New South Wales Council to 
the visiting members of General Council. 
A minute of appreciation of the work 
performed by the General Registrar and 
staff during the year was also recorded 
by General Council. 
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Fast, versatile, cost-cutting automatic accounting... 


Burroughs Sensimatic accounting machines 


Put an all-purpose Burroughs Sensimatic to work on all your 
major accounting functions. See how quickly, efficiently, economic- 
ally it cuts your work volume down to size . . . and provides vital 
management information. Each is, in fact, four—or more— 
specialised accounting machines, all rolled into one fast-moving 
task-master. It switches from job to job at the flick of a knob 
through the magic of the exclusive sensing panel. 

And it’s so easy to use—automatically 

makes so many operator decisions—that an 

operator who has never previously used 

one, quickly becomes expert 


Choice of models, choice of totals to fit your particular requirements 


STANDARD No other accounting 


TYPING 
SENSIMATIC machine is so perfectly SENSIMATIC 


tailored to suit your 








accounting procedure. It 





gives you the up-to-the- 
minute figures you need, as 
you need them, for making 
important management 
decisions. Your business— 
large or small—will benefit 
by the use of a Burroughs 
Sensimatic. A wide choice 
of models with from 2 to 
19 totals. 


CALL THE BURROUGHS MAN 


His broad experience and knowledge in the field of 
modern data processing are always available to help 








Zh). 


Combines all Sensimatic 
advantages . . . plus an 84- 
character electric ‘Box 
Printer” for those jobs 
which demand typewritten 
detail. Distribution totals 
are accumulated in 
memory units selected 
either by the control unit 
or by pushbutton control. 
Programming flexibility is 
provided through exclusive, 
interchangeable Sensimatic 
control panels. 


Burroughs 


you develop the best system to meet your require- Burroughs Ltd., 40 Miller St., North 
ments. Contact the nearest Burroughs branch office. Sydney, N.S.W. Phone : XB 5831. 


tU77CR 
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“CONQUEST” 
ACCOUNT BOOKS 


We have one of the largest ranges of Account Books and ruling 
in the Commonwealth 


“CONQUEST” SERIES 5S 

Strongly bound with leather back and corners, 
green cloth sides. Size 13 x 8 inches. Superior 
quality azure ledger paper. In 3, 4, 6 and 10 quire 
sizes. 

The following rulings are stocked. 

Faint only, Indexed through, Minute, Single and 
Double Day, Journal, 2, 3, 4, 5 & 6 Column Cash, 
13 & 17 Cash Analysis, Single, Double, Scotch and 
Treble Ledger. 

“CONQUEST” SERIES 3 

An extremely popular series—Size 13 x 8 inches— 
good quality azure paper, well bound with leather- 
cloth back, 190 pages. 

Available in Faint only, Narrow faint, Indexed 
through, Minute, Day Book, Single and Double 
Ledger (indexed), 2, 3, 4, 5, 6, 7 Money Column 
Cash, from 8 to 18 Money Column Analysis, 12 and 
31 Column Stock, Petty Cash, 12 Column dissected 
Cash, Club book and 4/8 Cash book. 


“CONQUEST” SERIES 33 
Strongly bound, full cloth sides, leather cloth back, 
in 2 quire, size 11 x 13 inches. In Faint, 7, 9 & 11 


LOOSE LEAF LEDGERS Column Cash books, 14, 17, 22, 27 and 32 Cash 


Analysis, 4-17, 5-9, 6-12 Petty Cash—with wide 
Four Post Binders 1 and 2 pound columns. 
inch capacity, bound with Brown 
Canvas, for sheets sizes from 
5 x 8 inches to 12% x 9 inches. 


End Locking Post Binders with 
provision for extension. Bound 
with Brown Canvas or “Vynex” 
size from 7Y2 x 10% inches to 
11 x 12% inches. 


+ aed a 


if 





Thong Binders with key 
winding mechanism or ratchet 
lever, sheets 9% x 11% inches. 
Bound in coloured “Fabrex”. 


Sheets 
Sheets for the above Binders 
are available in many rulings. 
Special ones can be made to 
order. 





SHOULD YOU BE UNABLE TO CALL, WRITE FOR DETAILS 


NORMAN BROS. PTY. LTD. 


60-62 ELIZABETH STREET, MELBOURNE, C.1—Telephone: 63 6221 (15 lines) 
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The Role of Financial Reporting 
in a Partially Controlled Economy 


The 21st annual research lecture* in the University of Melbourne, 

endowed by the Australian Society of Accountants, delivered by 

Dr. T. R. JOHNSTON, LL.M., B.Com.(N.Z.), Ph.D.(Cantab.), 
F.A.S.A., on 20 September, 1960. 


HE title of this lecture is “The Role 

of Financial Reporting in a Partially 
Controlled Economy”; but it should be 
made clear that it will be confined to 
a treatment of the role of published 
reports of private businesses. The aim 
of the paper is to examine the role of 
financial reporting in economies of the 
type which we find today in most countries 
in the “free” world. 


In contrast with the era of laissez 
faire when company law, from which 
stem the law and practice relating to 
published reports, first had its origins, 
these economies are partially controlled 
in two senses of the words: first, in the 
sense that governments for social and 
economic reasons directly control the 
activities of individuals and firms in 
various ways; and second, in the sense 
that by government decree, agreements 
between firms, and the development of 
monopoly conditions, the normal social 
control' of competition has been wholly 
or partially removed; and thus many 
firms are not subject to any controls 
other than the consciences and good 
sense of their managements, or public 
opinion whose effectiveness however must 
devend on the availability of sufficient 
information. 


As a result, increased demands are 
being made upon financial reports; either 





1. “In sociological literature the term ‘social 
control’ has been used with a variety of 
Meanings. In its widest and most useful 
Sense, however, it includes every way 
throuch which human society exercises a 
modifying influence upon itself or any part 
of itself’: H. Cairns, The Theory of Legal 
Science, p. 22 
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by governments which, in seeking to 
control, require information on which to 
base or administer their policies; or by 
members of the general public as citizens 
within our democracies who consider 
that in the absence of competition other 
controls should be introduced or en- 
couraged. But it may be argued that 
financial reports from the small propor- 
tion of firms within our economies who 
are obliged to publish them are scarcely 
adequate for the purpose for which they 
have been gradually developed and are 
primarily designed, namely reports of 
stewardship for members, without their 
being called upon to serve other 
purposes. 


Nevertheless new social controls are 
necessary including those depending for 
their success on the preparation of suit- 
able accounting reports, and perhaps the 
most important of these are informed 
public opinion and simply that of 
compulsory disclosure. 


Questions which should be considered 
therefore are whether present law and 
practice are still unduly tied to the 
political and philosophical ideas of those 
responsible for early company legislation; 
whether the traditional approach regard- 
ing published financial reports based 
solely on the distinction between public 
and proprietary companies should be 
abandoned; and whether an attempt 
should be made instead to group 
businesses according to their economic 
characteristics and to examine in respect 
of each group the public and private 





* This paper was also delivered to members 
of the N.S.W. Division on 20 October, 1960 
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interests which may call for the publica- 
tion of reports. Or to put the questions 
in another form, is there a role for 
financial reports as a form of external 
social control in our partially controlled 
yet still free enterprise economies? 


These are the questions which this 
paper attempts to answer. But before 
proceeding further one point should be 
clarified, namely, what is meant by the 
suggestion that compulsory disclosure 
may be a control in itself. This is best 
explained by quoting a most significant 
statement by the representative of the 
London Council of the Stock Exchange 
when he gave evidence to the Cohen 
Committee. He said: 


“I would suggest, if I may, that there are 
in the City three classes — shall I say, the 
perfectly honest people, the entirely dis- 
honest people, and an intermediate class 
who are prepared to be dishonest and shady 
if it is not too difficult or dangerous. I 
believe that these latter form a very large 
proportion of the wrongdoers, and that 
legislation of this kind (i.e. providing for 
more complete disclosure) would be very 
effective in deterring them.” 


It is suggested that this is an excellent 
answer to the sceptics who always claim 
that when people are intending to deceive, 
legislation will not be any protection, or 
infer that the efforts of the legislature 
should only be directed towards those 
who in this passage have been referred 
to as “the entirely dishonest”. 


HISTORICAL DEVELOPMENT OF 
LAW AND PRACTICE 


As has already been suggested, if 
present practices and institutions have 
their limitations an important question is 
whether these limitations emanate from 
the political and philosophical ideas of 
those responsible for the early legislation 
which has formed the basis for all subse- 
quent developments in this field. 


Therefore, as a first step, it is proposed 
to consider briefly the history of the law 
and practice relating to accounting reports 
by taking three important phases of 
development during the last hundred 
years and at each stage comparing the 
aims of the legislature, the particular 
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needs of the time, and the prevailing 
social and economic philosophies. 


The need for presenting annual 
summaries to members of companies 
probably first arose when it became im- 
practicable to permit all shareholders to 
have access to the books of account. 
(Incidentally the propriety of this is still 
recognised in the Victorian Companies 
Act 1958 in Table A, article 95; N.S.W. 
Companies Act 1936, Table A, article 
99; and in many North American States 
where requirements relating to annual 
accounts have never been introduced.) 
By the beginning of the nineteenth 
century provisions for the preparation 
and presentation at the annual general 
meeting of a balance sheet and income 
and expenditure account were included 
in most charters, statutes and deeds of 
settlement. This procedure was made 
compulsory for companies governed by 
the United Kingdom Joint Stock Con- 
panies Registration Act 1844 which also § 
provided for the registration of copies of 
balance sheets which were to be made § 


available for public inspection. This Act 
at first applied only to companies with- 
out limited liability and it is interesting 
to note that one reason given for insist- 


ing on these requirements was _ that 
members were entitled to know what 
was going on in concerns in which they 
might be liable to the extent of all they 
possessed. 


But in the surge towards freedom 
which was characteristic of the middle 
of the last century these “restrictions” 
on the rights of persons to contract 
freely were swept away by the United 
Kingdom Companies Act 1856 upon 
which all Companies Acts throughout 
the British Commonwealth have beet 
based. This was an enabling statute 
making possible the formation and 
registration of companies with limited 
liability, founded on contract, and distinct 
from those incorporated by charter of 
statute which at least initially wer 
subject to the supervision of the crow! 
or government. But it is important 
note that some attempt was made to 
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introduce measures, which if passed, 
might have had a very significant effect 
on the development of accounting and 
accounting reports. The first draft of the 
Companies Act 1856 provided for the 
preparation, presentation, and publication 
by filing with the Registrar, of a balance 
sheet in a prescribed form. Mr. Robert 
Lowe, vice-president of the Board of 
Trade, in imtroducing the Bill claimed 
that he was arguing in favour of human 
liberty “that people might be permitted 
to deal how and with whom they chose 
without official interference from the 
State” — except in one respect, namely, 
to give “the greatest publicity to the 
affairs of such companies that every one 
might know on what grounds he was 
dealing”. In keeping with these sub- 
missions he made a feature of the 
“uniform sheet”; he said: 


“One thing indeed will be required . . . 
namely that a balance sheet which shall 
contain certain items, shall be filed every 
year with the Registrar of Companies: 
... and as we prescribe a form, we shall 
at least succeed in obtaining a uniform sheet, 
so that shareholders will be able to compare 
the accounts of succeeding years and to 
gather information from them which from 
the practice too extensively prevailing of 
rendering a different framed balance sheet 
every year, they are now unable to collect.” 
(Hansard (U.K.) 1856, 140, p. 134.) 


But in the second and subsequent 
drafts, and in the Act itself and all Com- 
panies Acts which followed in other parts 
of the Commonwealth, the requirement 
relating to filing was omitted and the 
clauses relating to presentation and form 
for the balance sheet were relegated to 
the optional set of articles then in Table 
B. And in the optional set of articles 
they remained until 1896 in Victoria, 
1928 in the United Kingdom and 1936 
in New South Wales. 


Note: Why this was done in 1856 was not 
clear, one can only make suggestions. 


First, while no special mention is made in 
the Parliamentary Debates of the removal of 
these particular provisions, constant mention 
Is made of the removal of certain “interfer- 
ence” and “fetters” from the first draft. 


Second, it seems clear that those responsible 
for the legislation did not understand fully 
the effects of the changes. Lord Thring, one 


The Australian Accountant, January, 1961. 


of the draftsmen of the United Kingdom Acts 
of 1856, 1862 and 1857 made two significant 
remarks in his early book on company law 
which show the extent of his misunderstand- 
ings. He stated: 


1. that the requirement relating to the 
filing of the annual list and summary 
was passed “with a view of furnishing 
creditors with the requisite data for 
judging the solvency of a company”; 
an 


that “these regulations (Table B) are so 
well calculated to exhibit to shareholders 
an accurate view of the state of affairs, 
that courts of justice will probably look 
with suspicion on articles of association 
in which these or similar provisions are 
not introduced” — yet in 1877 Mr. D. 
Chadwick said in evidence that not 1% 
of the companies had adopted the 
optional set of articles by then in 
Table A. 


Third, experiences during the early part of 
the century with railway and assurance com- 
panies had shown that published accounts 
were often most unreliable which is not surpris- 
ing when one considers how little was known 
about accounting at that time. 


And fourth, at least some persons were 
aware of the difficulties of legislating for 
disclosure (which still persists today); as 
Bellenden Ker said some _ years earlier: 
effectual provisions about paid up capital or 
preventing dividend being paid out of capital 
would be imperfect without a definition of 
capital and profits, mode of charging accounts, 
testing stock, etc; and “the ascertaining of net 
profit is too difficult to be put into law” — 
very significant remarks considering the thought 
still being given to these problems. 


Thus the legislature in 1856 was faced 


with two alternatives: either that of 
leaving such matters to the “enlightened 
self interest of the individual”; or that of 
providing for comprehensive regulations 
regarding the preparation and audit of 
accounts and balance sheets, which in the 
short run may have been flouted by many, 
but which in the long run may have led to 
an earlier development of the account- 
ing profession and the formulation both 
in law and by the profession of satis- 
factory accounting standards. No doubt 
the majority thought that the former 
would result in greater efficiency, and 
it is clear that this was consistent with 
the general social philosophy of the time 
and with the general aims of this early 
legislation by which the joint stock com- 
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pany was to be a definite instrument of 
economic policy — a means of removing 
restrictions on the disposal of property 
and commercial freedom generally, and 
thus of permitting, in the words of Mr. 
Lowe, the application of those laws of 
the science of political economy which 
were “planned with infinite sagacity, 

. and framed before the first made 
essays of mankind to mould their collec- 
tive will into law”; and a device by which 
the savings of persons in all classes of 
society could be usefully employed at a 
time when, in the words of Professor 
Rickards, “the deficiency complained of 
was not that of capital, but of invest- 
ments for capital”. 


While the registered joint stock com- 
pany was thus in its origins a definite 
instrument of economic policy, questions 
of economic policy have since been 
openly stated by all company law reform 
committees, including the Cohen Com- 
mittee, to be outside their terms of refer- 
ence; in other words the committees 
have proceeded on the basis that the 
economic functions of company law are 
to remain unchanged. 


What are the main developments since 
1856? (1864 in Victoria and 1874 in 
New South Wales). 


The first most important landmark in 
British Commonwealth countries is the 
Victorian Companies Act 1896 which 
was largely based on the then radical 
recommendations of an English com- 
mittee under the chairmanship of Lord 
Davey. In England these recommenda- 
tions were rejected as too drastic and on 
the usual grounds that legislation cannot 
prevent errors of judgment or the im- 
prudence and incompetency of managers, 
and that it is not possible to protect 
investors from their own folly and care- 
lessness. It is clear from the Victorian 
parliamentary debates that such views 
would have prevailed here but for the 
courage and determination of the 
Attorney General, Mr. Isaac Isaacs, 
supported, however, by the unforgettable 
experiences of the crashes of the early 
nineties. At this stage Victoria took 
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the lead in legislating for disclosure in 
published financial statements, a position 
since held in Australia and held until 
1947 in the British Commonwealth as 
a whole. In the United Kingdom it was 
not until 1900 that compulsory audits 
became necessary, 1907 that balance 
sheets had to be filed with the annual 
summary, and 1929 that balance sheets 
and profit and loss accounts had to be 
circulated to members; and in New South 
Wales it was not until 1936 that any of 
these requirements were introduced. 


But while Mr. Isaacs’ reforms laid the 
foundations for the improvement of the 
published reports of all public companies 
there was one important feature of the 
1896 Act which he did not intend to 
include — and which has had a pro- 
found effect on law and practice since 
—the exclusion of proprietary com- 
panies from the requirements as to 
accounts and reports. This was an 
amendment introduced by the Legisla- 
tive Council, and in the deadlock which 
followed the lower house gave way. 


Today in Victoria proprietary com- 
panies still remain exempt from all the 
main requirements relating to accounts 
regardless of their size, ownership or 
significance in an economy which has 
so greatly changed its nature since the 
turn of the century. 


The next really important phase begins 
with the Victorian Act of 1938 when 


further comparatively radical changes 
were introduced requiring far more in 
the reports of public companies; these 
changes were followed elsewhere some 
time later, and in particular in an even 
more radical form in the United Kingdom 
in 1947, but they have still to be followed 
by some States in Australia. This statute, 
the details of which will be well-known 
to you, came at the beginning of an era 
in which there has been a_ marked 
change in outlook regarding disclosure 
both in legislatures and among members 
of the accountancy and other profes- 
sions concerned with company law and 
practice. 


The Australian Accountant, January, 1961. 








Ire in 


od f| NEW CLASSES FOR 1961 


Ith as 
it was 
i was ACCOUNTANCY 
alance Special Evening Classes for beginners planning to sit for the accountancy examinations in 
unnual October, 1961, will commence on 6th February, 1961. 
sheets AUSTRALASIAN INSTITUTE OF COST ACCOUNTANTS 
to be Classes preparing students for the May, 1961 examinations in Papers 1 and 2 will 
South commence on Wednesday, 25th January, 1961. Classes for Papers 3, 4 and 5 will 
rid of commence in June, 1961, for the October, 1961 examinations. 
INSTITUTE OF SALES MANAGEMENT 
id the On 27th January, 1961, a new class will commence preparing students for the examination 
of the to be conducted in May, 1961, in the subject of PRINCIPLES AND PRACTICE OF 
panies SALESMANSHIP (Intermediate). On the 20th January, 1961, classes will begin for the 
of the final subjects of ECONOMICS AND ECONOMIC GEOGRAPHY, and SALES 
nd to ORGANISATION AND CONTROL. Special classes will commence in June for the 
| pro- November, 1961, examinations in every subject. 
since CHARTERED INSTITUTE OF SECRETARIES and AMALGAMATED INSTITUTE 
com- OF SECRETARIES 
as to Classes in Secretarial Practice commence on 26th January, 1961, for the June examina- 
aS i. tions, and on the 24th January, 1961, for the June, 1961, examinations in ECONOMICS. 
SCich Correspondence Instruction for those who prefer to prepare for their accountancy 
av. examinations by studying in the quiet comfort and convenience of their own homes may 
, enrol at any time for the A. E. Speck Accountancy Correspondence Course which gives 
com- an up-to-date authoritative exposition of the subjects prescribed by the examining bodies. 
all the § MODEL ANSWERS 
counts Answers to the following examination papers set by the Australian Society of Accountants, 
~ Res including October, 1960, are available at the price indicated: 
ce the 1. Stage 1 Accounts and Auditing. 
2. Commercial Law A and B. 
3. Company Law and Accounts. 
begins 4. Advanced Accounts—Part A. 
when 5. Advanced Accounts—Part B. 
hanges 6. Auditing and Business Investigations. 
ore in 7. Monetary Theory and Practice. 
these Price 5/- a set, post free. 
8. Commonwealth Income Tax Law and Practice. 
some Price 4/- a set, post free. 
‘os Model Answers are published to the examinations held by the Australasian Institute of 
towed Cost Accountants in May, 1957, and subsequent half-yearly examinations. 
statute, Price 10/- for each set, post free. 
known Add exchange where necessary. 
an era 
narked Further information relating to our educational service gladly given free and without 
slosure obligation. 
ae F) AE. SPECK C ial Coll 
profes- . & ommercia o1ege 


iw and 138 FLINDERS STREET, MELBOURNE, C.1 MF 4648 











, 1961. 


The Australian Accountant, January, 1961. 





> S ae The skill and experience of 
PRECISION ENGINEERING aamiunaiiane nay the 
: scientific’ planning of highly 
- trained specialists have 
AND MODERN \\ developed this great team 
mee | as a contribution to 
ee | ? GREATER BUSINESS EFFICIENCY 
SCIENTIFIC PLANNING ‘ a yl When used in conjunction with 
~ wt J.J. Miller’s marginally punched 
Continuous Stationery — 


™ = \ 
COMBINE TO GIVE : : : ss 3. scientifically designed by experts 


to suit your exact requirements 
— the ALACRA PINWHEEL 


Yi OUR OFFICE : T PLATEN speeds all multiple copy 
—— a ay . work . . . thus, by the 
elimination of superfluous 


THE GREA TEST gs i = manual operations costly over- 
RS \ 


: head is considerably reduced. 

ao oe, Wh d I hi 

LABOUR SAVING pre te on do for YOUT 
TEAM EVER! 


THE ALACRA PINWHEEL PLATEN 


suitable for all makes of typewriters 
and 


J. J. MILLER’S CONTINUOUS STATIONERY 
a small investment with a phenomenal return 


For further information, ring, write or call .. . 


J. J. MILLER PRINTING CO. PTY. LTD. 


19-27 GRANT STREET, CLIFTON HILL, MELBOURNE. PHONE 48 1181 


offices in all states 


The Australian Accountant, January, 1961. 





An obvious question is why there was 
this change in outlook when only a few 
years before leading accountancy bodies 
in the United Kingdom had submitted 
to the Greene Committee on company 
law reform that compulsory disclosure 
was not desirable, that the question of 
accounts was best left to the directors 
and that “it was impossible to protect 
fools from their folly”. 


Contributing factors may have been 
the unfortunate economic experiences of 
the early thirties, and general changes 
in economic conditions and social philo- 
sophies with which any move towards 
restrictions and paternalism would be 
consistent even within the limited objec- 
tives of company law. But the most 
important single event was no doubt The 
Royal Mail Steam Packet Company Case, 
which, as the late Mr. F. R. M. de Paula 
once stated, “fell like an atom bomb and 
changed the face of the world of account- 
ing”. 

Anyone reading the full account of 
this case must be impressed by the 
obvious influence which it has had on 


the subsequent development of company 
law. The facts revealed were considered 
to call for measures such as full dis- 
closure of all reserves and movements 
therein, reporting on the profit and loss 
account by the auditor, adequate classi- 


fication in the balance sheet, special 
requirements for holding companies, dis- 
closure of further details in prospectuses, 
and strengthening the authority of the 
auditor. These are obviously the ac- 
counting matters with which company 
law reforms have since been mainly 
concerned. But it is also clear that the 
revelations of this case, and the adverse 
publicity given thereby to accounting 
standards so impressed many concerned 
with company affairs, including many 
members of the accountancy profession, 
that there has been a failure to realise 
that even within the accepted scope of 
company law there are now new pro- 
blems like those arising through changes 
im money values and those surrounding 
the increase of take-over bids which call 
for solutions of a very different kind. If 
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one goes outside the generally accepted 
scope of company law, one finds many 
other social and economic problems 
whose solutions also depend on the 
availability of adequate financial reports, 
but which have been given little attention 
by the legislature or the accountancy 
profession. 


In other words company law and 
practice, the main factors in the develop- 
ment of financial reports, are not only 
still regarded as limited to fulfilling the 
original aims of the legislature over a 
century ago; they have also failed to 
keep abreast of new demands arising 
within their recognised and restricted 
objectives. 


CHARACTERISTICS OF MODERN 
ECONOMIES 


But before attempting to consider 
systematically the many demands now 
being made on financial reports, that is, 
their potential role in modern society, 
let us briefly consider some of the 
characteristics of our economies which 
differ so much from those which have 
dominated the advent and growth of 
company law. 


1. Today stability, including full em- 
ployment, has become one of the 
most important economic goals. 


Rights of personality are becoming 
more important than property 
rights. 


The social meaning of concepts 
like freedom of contract and com- 
petition are being transformed by 
the growth in size of the business 
unit. 


Entrepreneurs and directors are 
being considered as trustees not 
only for shareholders, but also for 
de facto members of a corporation 
such us employees; and particularly 
in large scale undertakings it is 
being suggested that they have a 
responsibility towards the nation 
as a whole for the use of the 
factors of production (capital, land, 
equipment, and manpower) which 
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they have diverted to their enter- 
prises and over which they have 
almost unlimited control. 


To achieve or implement these and 
other recognised objectives or principles 
social controls are mecessary. One 
important control has been and still is 
competition; but since unfettered com- 
petition has failed to eliminate violent 
trade fluctuations or large scale un- 
employment, and during this century 
has facilitated its own destruction through 
combination or monopoly, as a form of 
social control it has considerable limita- 
tions. 


Most governments have therefore come 
to rely more and more on other direct 
forms of social and economic control 
including tariff protection, import restric- 
tion, price controls, capital issues regula- 
tions, taxation concessions, and in some 
countries, licensing of industry. Many 
of these controls eliminate or lessen the 
effects of competition but offer no 
substitutes in the way of controls on the 
operation of the individual firm. 


The effectiveness of the social control 
of competition has also been affected by 
entrepreneurs combining to protect them- 
selves by devices such as trade associa- 
tions, price maintenance agreements, and 
the establishment of monopolies; and 
by employees combining through their 
unions. The aims of both these groups 
have also been stability — stability for 
themselves. 


In our modern economies, therefore, 
which have been described in the title 


“ 


of this paper as “partially controlled”, 
the operations of many firms have been 
freed from the control of competition 
and the only controls which are left to 
protect the interests of the general public 
as consumers, or citizens within the 
community which has granted or allowed 
these privileges or concessions, are public 
opinion and the very limited direct 
controls of the government. These 
controls therefore assume a significance 
which cannot be too greatly emphasised. 
I suggest that the survival of “private 
enterprise economies” and our way of 
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life very largely depend on whether these 
controls can effectively ensure reason- 
able standards of production and distri- 
bution within our communities. 


NEED FOR DISCLOSURE 


These three forms of control — 
competition, government regulation and 
public opinion— all depend for their 
success on the provision of information, 
including that conveyed by financial 
reports; for rational decisions or 
opinions can only be made or formed 
if sufficient significant details are avail- 
able to the parties concerned. Further- 
more, as these controls do not act 
independently of each other, such in- 
formation is necessary to show as far as 
possible the extent to which each is 
being effective. 


Today, however, except in connection 
with some government controls, the only 
requirements regarding the preparation 
and disclosure of financial reports are 
those relating to public companies; and 
accounting and auditing principles and 
practices have been developed almost 
solely with a view to implementing these 
requirements. Though many large and 
significant businesses are carried on by 
proprietary companies, the distinction 
between the two types of companies rests 
almost entirely on whether or not sub- 
scriptions for shares or loans are sought 
from the public. 


Now a solution which has been and 
is being put forward by many people is 
the obvious one that proprietary com- 
panies, or at least those of a certain size 
in terms of capital or turnover, should 
no longer be exempt from the require- 
ments of the Companies Act regarding 
disclosure. In this connection it is 
interesting to turn to United Kingdom 
legislation: following a recommendation 
of the Cohen Committee in 1945 there 
is a long section in the United Kingdom 
Companies Act 1948, the general effect 
of which is to exempt from the require- 
ments as to disclosure only those private 
companies whose shares are all owned 
beneficially by private individuals. If 
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any shares are owned by or on behalf 
of another company, whether it is a 
subsidiary or not, a copy of the annual 
financial statements must be filed with 
the Registrar; and in the United 
Kingdom all company balance sheets 
and profit and loss accounts must 


comply with the requirements of the 
Eighth Schedule (not only public com- 
panies as in Victoria). 


If the relevant paragraphs of the 
report are read it will be observed that 
the committee had some difficulty in 
deciding where to draw the line between 
the two types of private companies. In 
principle they were in favour of full 
disclosure on the grounds that “in the 
public interest stimulation or elimination 
of the inefficient whether small or large, 
is desirable”. But as small companies 
are in competition with partnerships and 
individuals which were outside their 
terms of reference they saw a need to 
continue the exemption in the case of 
small companies. The next questior 
was to define small companies; and 
they came to the conclusion, rather 
reluctantly I feel, that the only satisfactory 
test was the one already mentioned, even 
though they realised that some companies 
owned by quite a small number of indi- 
viduals control quite large businesses. 
They suggested that it was impracticable 
to define the companies they had in mind 
by reference to their capital, the number 
of employees, the turnover, or even by a 
combination of such tests (pp. 26-27). 


If similar requirements were adopted 
in Australia it might be a step forward; 
but does this offer the best solution to 
present-day problems? It is suggested 
that this question cannot be answered 
unless an examination is made of current 
needs to determine who should disclose 
if the social controls mentioned are to 
protect effectively the public and private 
Interests involved. 


It is proposed, therefore, to abandon 
the traditional approach based on the 
distinction between the types of legal 
entities, and for the purposes of this 
study to attempt to consider business 
enterprises in groups according to certain 


The Australian Accountant, January, 1961. 


economic characteristics; and to examine 
the private and public interests which 
may call for the publication of financial 
reports. 


The groups which it is proposed to 
consider are: 
Firms making public issues of share or 
loan capital. 
Firms seeking credit, particularly with 
limited liability. 
Employers. 
Significant users of national resources. 
Competitors for trade. 
Firms protected from competition by 
(a) government restrictions or conces- 
sions, 
(b) trade agreements, 
(c) monopoly conditions. 
Recipients of subsidies or special tax 
concessions. 
Firms from which information is required 
by economists and government planners. 


These groups are by no means mutually 
exclusive and obviously many businesses 
would come within several groups. 


Firms Making Public Issues of Share or 
Loan Capital 


That these should publish reports is 
today accepted without question. The 
private interests recognised are those of 
investors and prospective investors who 
desire reports of stewardship which 
account for what has been done in the 
past and give some indication of efficiency 
and of future prospects; and there are 
the public interests (a) in having capital, 
a scarce commodity, channelled into 
those enterprises where it can be most 
profitably employed, and (b) in preven- 
tion of fraud and misrepresentation and 
thus in maintaining security and stability. 
In general these are the objectives which 
have been in the minds of those who 
have continually advocated improvements 
in standards of disclosure, and are today 
suggesting that all public companies 
should at least be required to follow the 
leaders in this field who provide quite 
full reports for their members and the 
public. But even in this connection 
there are still problems which remain 
unsolved. 





Firms Seeking Credit 


It is obviously in the interest of 
creditors if they are to control their 
credit effectively and minimise fraud and 
misrepresentation that adequate financial 
reports be made available for them. 
There is a corresponding public interest 
in economic stability generally and also 
in preventing fraud and misrepresenta- 
tion. 


The only time that rights of creditors 
are recognised by present companies acts 
is when it is too late, that is, when a 
company goes into liquidation, and even 
then it is difficult to find out what has 
happened, partly because public examina- 
tion of directors is only possible in the 
unusual cases where a company is wound 
up by the court. 


Of course, the fact that banks and 
other leading institutions and many other 
businesses through their own credit 
regulations or through credit associations 
are able to obtain all the information 
they require tends to suggest that 
creditors do not require further statutory 
protection. But, unfortunately, the less 
powerful and smaller firms within our 
community, through being in a less 
advantageous position, are often forced 
to bear more than their reasonable share 
of delays in payment or outright losses; 
and from their standpoint compulsory 
disclosure on the part of all companies 
with limited liability would be of consider- 
able assistance. 


Regarding the role of financial reports 
in the granting of bank credit, there is 
a point which deserves mention arising 
in connection with the function of reports 
in the money market generally. If there 
are conditions of reasonable competition 
the fact that there are relatively high 
profits would normally indicate that 
capital and credit should be channelled 
in that direction. But in our present 
partially controlled economies the exist- 
ence of profits may mean simply protec- 
tion or monopoly conditions; so from the 
point of view of the economy as a whole 
there may be limitations to the usefulness 
of financial reports as an indication of 
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where capital or credit should be invested 
or given; amd it can be seen that under 
some circumstances direct controls may 
be necessary to ensure that the flow of 
capital or granting of credit is not 


dependent solely on profits figures. 


The worst cases of what amount to 
abuses of the privilege of trading through 
private limited liability companies seem to 
have arisen lately in connection with land 
speculation. Money is obtained as deposits 
from the unsuspecting; through so called 
errors of judgment the company is unable to 
adhere to its published plans; it goes into 
liquidation with nothing left because every- 
thing has been used up in salaries and 
expenses. Admittedly it is difficult to see how 
any amount or kind of publicity would prevent 
some people being misled by persons who are 
prepared to engage in nefarious activities of 
the type mentioned. On the other hand one 
should not dismiss these cases, as has been 
done in the past, by simply claiming that 
common law action for fraud and misrepre- 
sentation are always open to the aggrieved, 
that legitimate business (meaning very often 
any business one can get away with) should 
not be hampered by unnecessary requirements, 
or that private interests outweigh the public 
interest in compulsory adequate disclosure as 
a return for the privilege of limited liability. 
Publicity would afford some protection for all 
types of creditors, if only because many 
concerns would not have the audacity to 
continue trading if they had to disclose their 
financial position. 


Note: 


Employees 


Reports for employees was the subject 
of last year’s Victorian research lecture 
by Mr. R. Keith Yorston and I propose 
therefore to mention only one point 
arising in this connection. 


Basically there is a conflict of interests. 
On the one hand, on the grounds of 
equity and stability, and in the interests 
of the employees, it may be socially 
desirable that they be regarded a 
members of the corporation by which 
they are employed and that they should 
be given full reports in the same way 4 
other members. On the other hand, 
some degree of mobility of labour % 
essential in a competitive and expanding 
economy. The reconciliation of thes 
interests is not easy. Unfortunately, # 
is Organisations working under mono 
or protected conditions which af 
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generally able to give most information 
to employees because they are not faced 
with the possible use of the information 
by competitors. Further, the supplying 
of information is often part of a plan to 
gain the loyalty of employees and the 
sympathy of unionists which may be 
very important when questions such as 
the need for tariff revision or control 
of monopolies are being considered by 
the public or by those responsible for 
the policies of political parties. 


Significant Users of National Resources 


An important word in this context is 
“significant”, but no attempt will be 
made to enlarge upon this other than 
to suggest that users may be significant 
by reason either of their size or of the 
nature of the resources which may, for 
example, include important minerals. 


A consciousness of the importance of 
the public interest in national resources 
has been awakened during recent years 
when large overseas organisations have 
invested in land, minerals, equipment, 
materials and labour. However, except 


through taxation requirements, they have 
been answerable to no one within the 


Commonwealth. It is these large over- 
seas Organisations with names and pro- 
ducts well-known to all which I have 
mainly in mind in including this group. 
Probably many of these firms would 
come within the other groups being 
considered, as many profitable areas of 
investment are those to which the govern- 
ment has given special encouragement or 
protection. Nevertheless, it is suggested 
that in an expanding economy there is 
need for an increased emphasis on the 
national importance of the optimum use 
of all resources. 


To what extent, however, can financial 
reports contribute? As reports of steward- 
ship they can give some indication of 
whether such resources are, from a 
national standpoint, being properly and 
fairly used. There are two possible 
extremes which may be considered: on 
the one hand those cases where such 
resources are not being used at all or 
are not being employed to the best 
advantage; and on the other hand those 
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cases when such resources are being 
over-exploited either in their use or in 
dealings with the public. Admittedly 
any suggestions along these lines clash 
with the ideas of many about the 
sanctity of property rights. But assuming 
that with national resources it is desir- 
able to put national and public interests 
first, the question is whether the publica- 
tion of orthodox financial reports would 
in any way act as a control. It is 
suggested that the answer is in the 
affirmative, but that in many cases special 
reports would also be called for with 
additional information regarding units 
and costs on the basis of market or 
present day values because the basic idea 
is stewardship from a national stand- 
point. It is, of course, difficult to 
generalise since the nature of what are 
simply bemg referred to as “national 
resources” varies so greatly; and further- 
more it must be emphasised that profit 
figures are not necessarily a guide to 
some criterion, such as relative efficiency, 
which should be the basis for decision- 
making in this area of public interest. 


Competitors for Trade 


To the extent that competition is a 
desirable control it may be argued that 
in the public interest competition should 
be encouraged and intensified by requir- 
ing even small firms to disclose detailed 
financial information. But the structures 
of business entities differ considerably 
and disclosure by legal entities does not 
ensure that information is made avail- 
able by all competitors in a given field. 
Large organisations may or may not 
control their diverse activities through 
small subsidiary companies; compulsory 
disclosure of the accounts of all subsidiary 
companies would lead to greater overall 
disclosure, but reorganisation of the legal 
units could easily result in published 
accounts being of little value to com- 
petitors. On the other hand if small 
businesses were compelled to disclose, 
they would be at a disadvantage when 
compared with their larger rivals engaged 
in a variety of activities and with the 
financial strength to take full advantage 
of any information they may obtain. 


me 





In brief, therefore, disclosure if it is 
to encourage competition would have to 
be on a business or production unit basis. 
In the short run, the result might be 
to encourage competition and to satis- 
factorily direct the flow of capital; but 
the dangers in the long run are the 
growth of monopolies as the more power- 
ful financially take advantage of their 
position, and an increase in agreements 
between firms not to compete in at 
least some respects. 


Firms Protected from Unrestricted 

Competition 

Firms may be protected by govern- 
ment restrictions or concessions, by trade 
agreements between themselves, or by 
monopoly conditions. Here the control 
of competition has been wholly or partly 
removed and the question is whether the 
publication of financial reports should be 
required in the interests of consumers 
and the public generally as citizens in 
a democracy which has granted or 
allowed these conditions. Reports may 


be necessary when additional controls 


are introduced, such as price control, or 
when restrictive measures are being 
reviewed, for example under the Tariff 
Act; and as already suggested, their 
publication may be important as a 
control in itself or as a means of allow- 
ing the control of public opinion to 
operate satisfactorily. 


Regarding reports to government 
tribunals, the usual practice is to call 
for more detailed information than is 
normally disclosed in annual financial 
reports; and much is treated as confi- 
dential. No doubt this form of control 
has an important place, but to deal with 
all cases coming within this general 
group, there would have to be a large 
number of tribunals. So far delays due 
to procedural difficulties or to the fact 
that, as a rule, tribunals have been un- 
able to deal promptly with all cases have 
tended to discredit this form of control 
which should have a very important role 
once the control of competition is 
partially or wholly removed. Another 
weakness in administration has often 
been the failure to provide adequate 


30 


checks on the evidence submitted and 
to ensure that the information supplied 
is reconciled with the annual account- 
ing reports. 


But whether or not there are special 
tribunals able to administer direct controls 
it is submitted that a question to be 
studied is whether all firms coming within 
this group should have to file or publish 
copies of their annual reports. Once 
the social and economic control of com- 
petition is wholly or partially removed 
should firms be obliged to account to 
other members of the community as 
consumers and citizens by supplying 
reports of stewardship which to some 
extent will show whether their profits 
are reasonable and may give a limited 
indication of their efficiency? This is 
not a big price to pay for the privileges 
which arise under the conditions relating 
to this group; and as already suggested 
many persons are more reasonable and 
honest once they are obliged to disclose 
or to face public opinion. 


The determination of standards of 
efficiency is a most difficult task. In most 
cases where the limitation of competition 
arises through government restriction or 
trade association agreements there will 
be a number of firms competing to some 
extent within the same field, and com- 
parisons between their figures would 
enable some conclusions to be drawn 
about standards of efficiency. But where 
there are virtual monopolies standards 
of reasonableness and efficiency are most 
difficult to determine. High cost struc- 
tures due to inefficiency, or to deliberate 
planning, such as  over-charging for 
services Or materials by associate com- 
panies, may result in low profits which 
appear reasonable; while relatively high 
profit margins due to efficiency may 
appear by some standards to be ut 
reasonable. Unfortunately the general 
public tends to judge solely by profit 
margins and to disregard other standards 
which would be more relevant, such as 
the comparative value or nature of the 
article or service. 
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This point raises the question of 
whether full disclosure to a select panel 
or tribunal with the obligation to report 
when it felt necessary would not be more 
satisfactory than disclosure to the general 
public. Admittedly either has its pro- 
blems, but it is submitted that either 
is preferable to granting or allowing 
privileges without creating any obligation 
on the part of the privileged to account. 


Recipients of Subsidies and Special Tax 
Concessions 


Much of what has been said about 
the preceding group applies to this group. 
Under this heading we have those firms 
or producers which have been singled 
out from the rest of the community and 
granted special concessions. The usual 
aim is to give relief and encourage certain 
forms of production for economic and 
social reasons. Whatever be the form 
of this concession, outright subsidy or 
grant, or relief from taxation, a benefit 
is being conferred by the rest of the 
community, who, it is suggested, have a 
right to an account; though, in the case 
of tax concessions, since taxable profit 
is purposely adjusted, such an account 
would have to be in other accounting 
terms. The questions which are of 
social and economic importance are 
whether the persons benefiting are those 
for whom the concessions are intended, 
and whether the type of production in 
question is being encouraged—or whether 
speculators and tax avoiders are the main 
beneficiaries. Again accounting reports 
so produced would have their limitations 
axl may not always be properly under- 
stood; but to the recipients and the tax 
paying public they would help to give 
some indication of the effects of the 
concessions. 


Firms from which Information is 
Required by Economists and Gov- 
ernment Planners 


The immediate suggestion which most 

will make is that the government is 
already able to get all the information 
it wants through the census of statistics 
and production, and to some extent this 
may be true. 
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However, while this information is 
available to government economists and 
statisticians, for other economists little 
information is available other than 
aggregate figures which are not enough 
for most work which could be done and 
is expected of them in the private sector. 
It is often suggested that economists 
should devote more attention to business 
finance but without facts and figures 
regarding individual firms the work they 
can do is limited. 


If the suggestions already made regard- 
ing the disclosure of information by the 
various groups of businesses were imple- 
mented, economists would be in a position 
to carry out far more research into the 
form and nature of our economy; and 
they would also be able to assist 
employees, consumers and the general 
public to make rational judgments about 
those matters which, as citizens within 
our democracies, it is most important 
that they should consider, particularly 
where public opinion has become the 
most important if not the only form of 
social control. 


Perhaps the situation is best summed 
up in a statement of Dr. Hall in his paper 
on “Annual Reports as a Source of 
Information to Economists” given at the 
Society’s 1958 Convention: he said 


“The day has long since passed when 
the affairs of companies were merely a 
matter of interest to management, share- 
holders, and the government as tax-gatherer. 
Many of them are so large that their actions 
can have widespread effects on the well- 
being of the community generally. In so 
far as it is the economists’ responsibility 
to report to the community on the nature 
of these actions and their possible effects, 
then it is important that the basic data to 
enable them to make a reasonable analysis 
should be readily available.” 


In Dr. Hall’s view, all firms beyond a 
certain size (say turnover £500,000) 
should be required to publish adequate 
accounts whatever their legal status. 


INSTITUTIONAL AND TECHNICAL 
PROBLEMS 


Next it is proposed to consider some 
institutional and technical problems. 
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The Cult of Privacy 


In presenting a case for greater dis- 
closure one must be aware of the conflict 
between these suggestions and the hitherto 
accepted convention or cult of privacy. 
Privacy in the dealings of individuals 
has been considered by many (parti- 
cularly with reference to their own 
activities) to be of paramount import- 
ance, and to some an essential feature 
of our system of private enterprise, even 
though, as already pointed out, our 
system has changed its character so 
greatly during recent years. An excep- 
tion has long been accepted in the case 
of employees of governments, local 
authorities and public institutions like 
universities, presumably on the grounds 
that they are paid out of public funds. 
But how many can claim today as 
members of our societies in which there 
is such interdependency of all economic 
and social activities that their income is 
not derived from the patronage of the 
public as consumers, customers and, with 
the enormous growth of government 
expenditure, taxpayers? This is, how- 
ever, beside the point. The main 
question is at what stage in a conflict 
between the private interest of an indi- 
vidual or firm in privacy, and the public 
interest in disclosure, the latter should be 
regarded as the most important. This 
question should be applied in consider- 
ing each of the groups mentioned, and 
it must be admitted that in many cases, 
particularly when the control of competi- 
tion is adequate or the business or firm 
is a small unit, there may be strong 
arguments for claiming that the private 
interest in privacy shoukd still be the 
dominant one. But can the same argu- 
ment be applied beyond these limits? 


The Limitations of Accounting Reports 


Another problem always present when 
considering the functions of accounting 
reports is their limitations: first their 
inherent limitations, and second their 
limitations for the purposes for which 
they are required but must be used 
despite these limitations. During the 
last twenty years the inherent limitations 
of the accounting processes have become 
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more widely understood and acknow- 
ledged; accountants and most business 
men are now aware that accounting js 
a heterogeneous mixture of fact and 
opinion; and that at each stage ther 
is a variety of available techniques and 
concepts. But while in the absence of 
full explanatory notes in a financid 
report one still cannot be absolutely 
sure what techniques and concepts have 
been applied, in financial accounting and 
among auditors some standards have been 
developed during recent years; and the 
overall importance of consistency has 
been emphasised amd acknowledged. 
Admittedly, these standards have not 
been adhered to as strictly as they could 
be, but with the aid of improved legal 
requirements they have reduced consider. 
ably the number of cases in which there 
is uncertainty as to what has been done. 


Another step forward during recent 
years has been the acknowledgment that 
the purpose for which accounting reports 
are required will affect the selection of 
techniques and concepts, and that there 
is nothing fundamental about thos 
accepted as a matter of custom in the 
past. The division of accounting into 
its two major branches of financial 
accounting and management and cost 
accounting is partly the result of this 
development. In any practical art there 
is a continual clash between the three 
guiding aims of objectivity (or certainty), 
significance (or relevance) and simplicity. 
In financial accounting, reports are 4 
communication to a wide range of people; 
and as they involve proprietary rights, 
legal and other conventional restraints 
cannot be ignored; objectivity is there- 
fore of utmost if not prime importance, 
and simplicity is also an acknowledged 
goal. But in management accounting, 
where the number of persons concerned 
is always likely to be relatively small, 
relevance or significance will be the 
major goal and hence techniques and 
concepts which depend to a_ greater 
extent on subjective opinion may be and 
are selected. Thus reports prepared for 
a particular purpose are likely to have 
limitations if required or used for any 
other purpose; and this point is parir 
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cularly significant in connection with the 
suggestions made in this paper regarding 
the possible new functions of reports in 
our modern economies. 


Now three main notions or ideals to 
be found in these suggestions regarding 
the need for reports are stewardship, 
efficiency and equity. But in each 
context there is a difference between the 
information required to enable persons 
to judge whether the firms coming with- 
in the groups have been honourably, 
efficiently or fairly dealing with the 
resources — capital, assets and man- 
power — over which they have control. 
In each context there are the conflicting 
aims of objectivity, significance and 
simplicity. 


Orthodox financial accounting reports 
purport to show profits as the result of 
matching historical costs against realised 
revenues with the balance sheet very 
largely as a statement of unexpired 
historical costs; these reports are com- 
paratively objective, and with modern 
methods of presentation, relatively simple. 
For some purposes, therefore, they have 
decided advantages, but without modifica- 
tion their uses are limited. On the other 
hand, if one is aware of their limitations 
and enough detail is included, by mak- 
ing adjustments when endeavouring to 
interpret the statements one can obtain 
much information required to consider 
the issues arising in connection with any 
of the groups mentioned. 


Note: It is most interesting to note that the 
members of an American Association of 
Security Analysts have publicly stated that 
they prefer the publication of historical cost 
data to that which would be available if any 
of the new methods advocated for dealing with 
price level changes were introduced. They 
State that they prefer to make their own 
modifications when necessary. This same 
preference for objectivity is also present in 
the suggestion, often heard, that the most 
mportant item in published accounts is the 
Provision for taxation— the tax concept of 
profit may have its limitations for other 
Purposes, but we know what it is. 


It is suggested therefore that for most 
Purposes mentioned orthodox account- 
ing reports would be satisfactory as a 
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beginning, provided there is sufficient 
detail, though what is sufficient will of 
course depend on the particular context. 


Administration and Audit 


Another question is how these sugges- 
tions would be implemented and ad- 
ministered. In my opinion any scheme 
relating to the compulsory publication 
of reports must involve a combination 
between government fiat (by statute or 
regulation) as to minimum disclosure, 
and auditing standards developed by the 
profession; this has, after all, become 
our traditional approach, even if our 
legislation has often been rather tardy. 
Regarding legal requirements the aim 
should be to ensure that all possible 
relevant information is disclosed without, 
however, preventing firms from disclos- 
ing even more than that prescribed if 
they wish to do so. The tendency in 
British Commonwealth countries has 
always been to require the disclosure of 
that has been done in the accounts, in 
what has been done in the accounts, in 
contrast to the Continental approach of 
prescribing in some detail what must be 
done, that is, prescribing the actual ac- 
counting procedures to be followed, and 
of recent years in some countries of 
setting-up standardised schemes govern- 
ing both form and content. 


In contrast with continental systems 
under which the auditor has been a 
comparatively recent development, the 
role of the auditor in British Common- 
wealth countries has been most significant 
in the administration of requirements 
relating to published accounts. But these 
requirements must be continually revised 
and strengthened in the light of changing 
financial and social conditions. Unless 
they are so revised, the task of the 
auditor attempting to raise his standards 
independently of legal support is a most 
difficult one. A comparison between 
standards of reporting in the different 
States of the Commonwealth shows this 
quite clearly, for I think you will agree 
that while Victorian accountants may be 
able to take some credit for the compara- 
tively high standard of financial report- 
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ing in this State, it is the outstanding 
lead which Victorian legislation has taken 
which has been the main factor. 


CONCLUSION 


It is suggested, therefore, that any 
extension in the role of financial report- 
ing should be accompanied by a cor- 
responding extension in the role of the 
auditor. In addition I think some 
consideration should be given to the 
possibility of efficiency or management 
audits. Statutory audits today are purely 
financial. One reason for this is probably 
that given to the Cohen Committee 
during the war years by the late Mr. 
F. R. M. de Paula. He was asked 
what he thought of the suggestion that 
the auditor’s responsibilities should be 
widened to include (as they are in 
Scandinavian countries) a duty to report 
on the administration and management 
of a company. He submitted that pro- 
fessional auditors were not trained or 
qualified for such tasks. This may stil 
be partly true; but with the growth in 
rendering of management services by 


practising accountants, the argument is 


now much weaker; and in any event 
until the obligation is created neither 
will auditors take the steps to see that 
they do become reasonably well qualified 
nor will standards be developed. Manage- 
ment or efficiency audits would have an 
important role to play along with 
orthodox financial audits as part of full 
reports of stewardship for all parties 
whose interests have been mentioned in 
this study. 


But unfortunately at a time when the 
importance of and demands upon auditors 
are becoming greater than ever before, 
one finds that auditing, which first gave 
accountancy its real professional status, 
is tending to become the “cinderella” of 
the profession. Among the younger 
members of the profession one finds a 
growing interest in and preference for 
management accounting; and in Austra- 
lia and New Zealand a tendency (inci- 
dentally not so common in the United 
Kingdom) for older members of the 
profession to give un gradually their 
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purely professional accounting and audit- 
ing work as they take on directorships, 
An extension of the role of the auditor 
to include management audits could help 
to arrest this tendency, but one factor 
is no doubt the lack of financial independ- 
ence and incentives. The responsibility 
of administering the accounting require- 
ments of the Companies Acts as well as 
other social responsibilities have been 
and are likely to be delegated to the 
auditor. These tasks are of such national 
importance that every effort should be 
made to ensure that there will always 
be a strong and independent profession 
able to carry them out. One possibility 
which might assist is to allow audit fees 
up to a scale related in some way to the 
size of the audit to be treated as a tax 
rebate (not simply a deduction) where 
it is obligatory for the firm to publish 
andited financial reports. 


May I reiterate my original thesis: in 
our partially controlled economies new 
forms of social control, particularly in 
the absence of effective competition, are 
becoming necessary if our system of free 
enterprise is to survive and function 
effectively. These new controls, includ- 
ing informed public opinion, with which 
should be associated the press and the 
economist, depend very largely on the 
availability of adequate financial reports. 
This means new and greater demands on 
financial accounting, in fact the possi- 
bility in the long run of still another 
branch of accounting. To the practical 
man there will be obvious difficulties 
But the challenge is there, and_ the 
question is whether administrative diff- 
culties are to be considered more signi- 
ficant than the demands of changes in 
social outlook which are taking place 
whether we favour them or not. Over 
a hundred years ago when the first Com- 
panies Act was passed, the failure to 
legislate adequately for disclosure delayed 
the development of standards of financial 
reporting to members by at least half 4 
century; but the choice made by the 
legislature at that stage was consistent 
with the prevailing social philosophy of 
laissez faire. Today however the need 
is to match the direct action of govern 
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ments, trade associations or large mono- 
polies in creating privileges and conces- 
sions, by direct action in creating or 
encouraging new forms of social control 
including those which depend for their 
efficacy on full and fair financial 
reports. 


possible . . . with the least friction and 
waste.” These words can surely be used 
to describe the task of accounting and 
accounting reports. Of recent years 
much has been said and written about 
their constructive role as an_ internal 
control. 


Have they not a role of equal 
if not greater importance as an external 
social control in our partially controlled, 
yet still free enterprise economies — 
economies in which the choice is not 
between controls and no controls, but 
rather between democratic indirect 
controls like those associated with dis- 
closure, and direct controls dependant 
upon bureaucratic regulation? 
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Fashions — Even in Accounting 


VERY so often there develops on the business scene some idea which, 

while certainly not new, draws new attention and following from the 
business fraternity. In earlier years one of these was “budgeting”. Later on 
it was “direct costing”. Not so long ago it was “operations research”. Recently 
it has been “return on investment”. Each of these ideas gathers a following of 
proponents who beat the drums about the importance of the idea to the business 
world. 


This is a healthy thing. During times when some such idea is “all the 
rage” a great many people in American business turn their attention to those 
subjects, study them, and derive some good from the experience of learning 
more about the economics of business and the elements of success in their own 
particular companies. 


Pertinent remarks in an article entitled, Pricing Your 
Products for Profit, by John E. Burke — “The Controller”, 
September, 1959. 
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Planning an Audit 


STUDENTS’ SECTION 


By GEOFFREY A. COHEN, A.A\S.A 
An Audit Manager with Fuller King & Co. 


HE word “Audit” is defined by the 
Oxford English dictionary to mean 
“To make an official, systematic examina- 
tion of accounts so as to ascertain their 
accuracy”. 


The objects of an audit may be sum- 
marised as follows: 


(1) to be able to express an opinion 
regarding the correctness of 
(a) the balance sheet, and 
(b) the profit and loss account; 


(2) the prevention and detection of 
errors; 


(3) the prevention and detection of 
fraud. 


The whole audit culminates with the 
signing of the audit report. The form of 
this report varies to suit the individual 
type of audit and circumstances. A com- 
mon wording used for the audit report 
of a public company is “to the members 
of .. Company 
Limited: 


“We have examined the accompanying 
balance sheet at 30 June 1960 and state- 
ment of profit and loss for the year then 
ended. Our examination included such 
tests of the accounting records and such 
other auditing procedures as we con- 
sidered necessary in the circumstances. 


“In our opinion, proper accounting re- 
cords have been maintained and the 
balance sheet and statement of profit and 
loss have been properly drawn up in 
conformity with the provisions of the 
Companies Act 1958 so as to give a true 
and fair view of the company’s affairs 
and of the results of its operations for the 
year.” 





*An address delivered to the Victorian 
Division of the Students’ Society on 14 Sep- 
tember. 
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The objects are achieved by th 
scientific and systematic examination of 
records; the reviewing and testing of in 
ternal controls; the verification of exist. 
ence and worth of assets; the verification 
of liabilities which includes ascertaining 
that all liabilities both statutory and 
commercial are brought to account. 


If the audit is to be effective, it seems 
obvious that it must be carefully planned. 
It should be the aim of the auditor to do 
all of the work in such a manner as to 
fulfil his responsibility without a needles 
expenditure of time. The need for careful 
planning increases with the size of th 
audit, the degree of decentralisation of 
the work, and with the increase in extent 
of interim work. 


Careful planning includes not only th 
preparation of time estimates, but als 
establishing the scope of the work and 
when it is to be done, including co 
operation with the office manager as to 
staff arrangements. Such planning may 
often require extensive study, particularly 
in new audits. It is generally essential to 
write instructions covering the scope a 
the work to be done. 


Preliminary Studies 


In most cases, before commencing al 
audit or even preparation of an audi 
programme, it will be desirable to make 
certain preliminary enquiries. These maj 
include the following: 


Nature and location of operations at 
physical properties. 

Clients’ organisation and personnel. 

Internal control and accounting pi 
cedures. 

Purpose of the audit, study of the 
clients’ needs in that respect, and 
visualisation of results that should 
be achieved by the audit. 
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Past and current financial statements. 


General review of special problems 
that may be involved. 


Determination of character and loca- 
tion of records. 


Determination of scope and time of 
audit, including amongst other 
things, work prior to the close of 
the fiscal year, time of cash and 
security cut-offs, work to be per- 
formed by other offices if the com- 
pany has interstate operations, ex- 
tent of examination of opening 
balance sheet in case of first audit, 
delivery date requirements, etc. 


Commitments on other assignments. 
Statutory requirements. 


An understanding of the client’s busi- 
ness may involve special knowledge of 
the industry. In this connection the 
auditor should inform himself on the in- 
dustry during the preliminary study. A 
tour of the plant or inspection of the 
physical properties will aid in a better 
understanding of the problems involved 
in the company’s operations, stock and 
cost procedures, internal control, account- 
ing for property, depreciation and main- 
tenance, etc. 


In approaching new audit engagements, 
itis advisable to prepare historical finan- 
cial statements showing comparative 
profit and loss statements and balance 
sheets, and a statement of application of 
funds, all covering a period of years 
immediately preceding the year of the 
examination. Such statements often in- 
dicate significant trends with respect to 
operations, financial position and work- 
ing capital. Copies of such studies 
should be made available to individuals 
assigned to the audit as the knowledge 
gained from such studies will always be 
helpful in programming and directing the 
work and in discussions with clients. 


In planning an audit it is essential for 
auditor to co-operate with his client 
‘0 that the client’s time table can be 


adhered to. To this end it is desirable 
that the auditor be with the client when 
the latter lays down his objectives as 
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regards dates. Many clients do not fully 
appreciate the time that an auditor will 
require after the accounts have been 
settled by management and, believe it or 
not, it has happened that an auditor has 
underestimated the time he will occupy 
in completing his check of the accounts. 
These points are best considered when 
the client schedules his work for the 
period from balance date to completion of 
the accounts and right through to the 
date when figures will be required by a 
printer so that, as a deadline, they can 
be published in time to be in shareholders’ 
hands together with the notice convening 
the annual general meeting. This, of 
course, is a statutory requirement. 


The auditor must consider his com- 
mitments on other engagements. This 
problem often faces an auditor and 
generally it cannot be cured, only re- 
lieved. Because of the requirements of 
the Commissioner of Taxation, many 
businesses have adopted 30 June as their 
balance date and this makes the second 
half of the calendar year a_ busier 
period than the first half. An auditor 
should therefore, in the first half of the 
year, devote some of this time to drawing 
up a plan of campaign. When doing this 
he must realise that his programme will 
need to be varied as time goes by. This 
is so because clients do not always ad- 
here to their schedule and the auditor 
will find that he has to spend more time 
in certain areas than he had budgeted 
for and less in others. The auditor’s pro- 
gramme will of necessity be based on his 
various clients’ programmes, e.g., com- 
panies without trading stock invariably 
reach finality quicker than those having 
stock problems. 


I previously mentioned statutory re- 
quirements. Let me give a few examples 
of what I have in mind in this category. 
Companies must hold an annual general 
meeting within a certain time after the 
end of the fiscal year. Under Section 137 
of the Victorian Companies Act 1958 
the directors of every public company 
must lay before the company in general 
meeting (which meeting must be held 
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once at least in every calendar year and 
at intervals of not more than fifteen 
months), a duly audited profit and loss 
account and balance sheet made up to a 
date not more than six months before the 
meeting. The Registrar has power in 
certain circumstances to extend this 
period. It is therefore necessary to 
finalise the audit in time to have the 
accounts laid before the shareholders at 
that meeting. 


Under the Legal Profession Practice 
Act 1958, all solicitors’ trust accounts 
must be audited. A solicitor cannot re- 
new his practising certificate until the 
auditor’s report has been lodged with the 
secretary of the Law Institute of Victoria. 
By rule number 17 of the Solicitors 
(Audit and Practising Certificates) Rules 
1960 this report is required to be lodged 
on or before 31 October in respect of 
the year ended 30 June. 


A similar set of circumstances exists 
in the case of estate agents in Victoria. 
To illustrate the type of guidance an 
auditor obtains from these sources and 
the importance of careful planning I shall 


quote parts of the Estate Agents Act 
1958. 


Section 41 (1) (a) of this Act reads:— 


“Within three months after 30th June of 
each year every person who carried on 
business as an estate agent during the 
whole or any part of the financial year 
ended on the said 30th day of June— 


(i) shall cause his accounts of trust 
money for that year or part of a 
year to be audited by a person 
qualified as prescribed by this 
section. 
shall forthwith after the comple- 
tion of the audit obtain from the 
auditor a report of the result of 
the audit and, 

(iii) shall forthwith send or deliver the 
report together with the declara- 
tion to the registrar. 


Section 41 (10) of the Act requires 
that every auditor shall include in his 
report a statement as to— 
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(a) whether the accounts of trust 
money of the estate agent have in 
the opinion of the auditor been 
regularly and properly written up. 
whether the accounts have been 
ready for examination at the 
periods appointed by the auditor. 


whether the agent has compiled 
with the auditor’s requirements. 


whether the agent’s accounts are 
in order or otherwise. 


any matter or thing in relation to 
such accounts which should in the 
opinion of the auditor be com- 
municated to the registrar. 


Other examples may be found in re- 
lation to housing societies and municipali- 
ties, etc. 


With these preliminary thoughts in 
mind, let us assume that we are ap- 
proached to be the auditor of an enter- 
prise. I have purposely refrained from 
defining the type of audit we are to be 
appointed to as I want to deal with a few 
initial specific enquiries that would have 
to be made. 


I think the first action the auditor 
should take is to ascertain that his ap- 
pointment is in order. If the prospective 
client had a previous auditor the pros- 
pective new auditor should contact him. 
This is an ethical procedure laid down 
by the institutes and is in the best in- 
terests of the profession because, amongst 
other things, the new auditor may learn 
of some reason why there is a change 
being made or even why he should not 
accept the appointment. Next it would 
be wise to make sure that the auditor 
has been appointed in accordance with 
the articles of association, constitution or 
other rules governing the conduct of the 
client. 


Having established that the appoint 
ment is in order it is a convenient time 
to examine the scope of the audit. This 
may be covered in the terms of reference 
or letter of appointment but it is stil 
necessary to look to other sources to be 
sure that all requirements are fulfilled. 
I referred earlier to certain statutes. Some 
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of these contain provisions relating to 
audit, others have related rules which 
lay down audit provisions. As an example 
I quote Clause 4 of the Second Schedule 
to the Solicitors (Audit and Practising 
Certificates/Rules 1960) which contains 
the form of audit certificate to be given 
by the auditor who shall state that he 
“made a comparison as at— 


(i) the .. day of 
19 on (or within one week after) 
which day I (or .... é 
member of my staff acting under my in- 
structions) visited the office of the said 


without previous notice and examined 
the aforementioned trust accounts and 
the books and papers relating thereto, 
and 


(ii) the 30th day of June 19 
being the last day of the period of audit 
between the liabilities 
of the said .. to 


his clients and to other persons in con- 
nection with his practice as shown by 
his trust accounts and the balances 
standing to the credit of his trust bank 
accounts.” 


Such obligations should be noted and 
included in the audit plan which the 
auditor will have to draft. Before draft- 
ing this plan I suggest that two analyses 
be made. 


Firstly an enquiry should be made into 
the business and operations of the client. 
The financial statements and accounting 
policies and problems of a firm can be 
approached more intelligently by first ob- 
taining a general knowledge of its busi- 
hess and operations. This requires getting 
behind the accounts and knowing some- 
thing about the business; its history; its 
objects; its fundamental production, dis- 
tribution, and financial policies, its or- 
ganisation and personnel, its properties 
and its products. It is well to continue 
this study from year to year as a basis 
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for the exercise of better judgment in 
preparing and carrying out an appropriate 
audit programme and in being of con- 
tinued constructive service to the client. 


Secondly, in common with other parts 
of our economy, auditing procedures have 
undergone great changes in the past de- 
cade or so. With the increase in volume 
of transactions handled by businesses it 
is now accepted practice for an auditor 
to restrict his work to a test check; the 
object of this test is two-fold (a) to see 
that the client’s procedures are sound and 
(b) are being adhered to. 


Based on the examination of the 
various test areas, the auditor forms an 
opinion which is finally expressed in the 
audit report. So at this juncture, an 
auditor would be well advised to call on 
the client and examine his procedure so 
that he may evaluate how much reliance 
he can place on the client’s internal con- 
trol. The essence of an effective system 
of internal control is the segregation of 
duties in such a way that the persons 
who are responsible for the custody of 
the assets and conduct of the operations 
have no part in the keeping of, and do 
not have access to, the records which 
establish accounting control over the 
assets and the operations. Duties of in- 
dividuals should be so divided as to 
minimize the possibility of collusion, per- 
petration of irregularities and falsification 
of the accounts. The objective is to 
provide the maximum safeguards prac- 
ticable in the circumstances, giving due 
consideration to the risks involved and 
the cost of maintaining the controls. 


Having gone this far it should now be 
possible to draft and carry into effect a 
plan to cover the audit of what I shall 
term “the routine accounting of the 
enterprise”. I refer to the audit of re- 
ceipts and payments cash books, revenue 
journals, wages and salaries, ledger post- 
ings, etc. Work of this kind is fairly 
easily segregated from the final audit 
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work which comprises the verification of 
assets and liabilities and the review and 
check for clerical accuracy of the com- 
pilation of the financial statements. The 
auditor, having the audit of the routine 
work under control, can now devote his 
attention to the types of assets and 
liabilities involved and he can consider 
how he will proceed to verify their exis- 
tence. I do not propose to enumerate 
the steps that would be adopted to achieve 
this as I feel that this part of auditing is 
fully covered in text books on the subject. 
However, as the auditor considers his 
requirements as regards these verifica- 
tions, he should keep in mind the pro- 
gramme he is preparing for the handling 
of his assignments in the busy season. 
By careful planning he can do much to 
alleviate what may otherwise be a dif- 
ficult situation. He can, for example, 
carry out positive and negative verifica- 
tions of accounts receivable prior to 
balance date provided he is prepared to 
review the transactions taking place be- 
tween the date he does this preliminary 
work and the end of the accounting 
period in order to ensure that nothing 
has transpired to invalidate an earlier 
conclusion. Some work, however, such 
as that relating to stocks on hand can 
be done effectively only when the client 
does his own listing or checking of the 
asset. Here again it is usually possible 
to obtain a spread of work as some firms 
take stock for varying periods before the 
close of the fiscal year. 


In planning an audit it is important to 
give consideration to working papers. The 
purposes for which working papers are 
prepared may be summarised as follows: 


To provide a permanent record of the 
scope of the audit, the manner in 
which it was conducted, and the 
persons who performed each par- 
ticular section of the work. 


To provide concise but complete and 
clear evidence in support of the 
client’s financial statements, the re- 
port or certificate relating thereto, 
and any opinions or suggestions 
that may be furnished to the client. 


To provide a record to which ready 
reference may be made in subse. 
quent audits. 


To provide a basis for review— 


(a) to determine the adequacy and 
effectiveness of the work done, 


(b) for consideration of revision of 
audit procedures in order to 
eliminate unnecessary detail 
work and to ensure the most 
effective application of total 
audit time. 


I shall touch upon a few other matters 
that should be covered in an audit plan 
but can easily be overlooked if the audit 
is not carefully planned. 


Review of minutes of shareholders 
and directors’ meetings for any re- 
solutions or decisions which should 
be reflected in the accounts. 


Verification of existence of contingent 
liabilities and their disclosure at the 
foot of the balance sheet. 


Perusal of articles of association or 
other relevant rules to see that the 
accounts comply. 


A search to see that all liabilities have 
been brought to account. This is 
best handled in conjunction with 
the verification of creditors. Be 
careful not to overlook statutory 
liabilities such as employees’ en- 
titlement to long service leave. 


Ascertainment that full disclosure has 
been made in accordance with 
generally accepted accounting prin- 
ciples and legal obligations — for 
example — particulars of debentures 
which a company has redeemed and 
has power to re-issue. 


From some of the points I have men- 
tioned you will see that an auditor needs 
to be astute and must develop a train of 
thought so that his mind automatically 
focuses attention upon pertinent infor- 
mation. He must draw upon his past 
experience to the fullest extent 
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Two new interesting contributions to commercial literature 


Share Register Practice 


being the procedure and practice concerned with the establishment and maintenance of 
share and debenture registers. 


By 
C. W. KERRY, F.c.Ls. 
Formerly Share Registrar af Mayne Nickless Ltd. and Secretary of Collier's Transport Ltd. 








This book is up-to-date and includes a chapter on the Commonwealth 
legislation dealing with Dividend (Withholding) Tax 





This book fills a long-felt need. It sets out Liaison between executives and departments 
in simple terms the many practical details has been stressed throughout. Therefore, it 
which will be encountered in opening and should prove a useful reference book for all 
maintaining a Company’s Share Register. who are seeking fundamental knowledge in the 

‘ age oy © ~ ‘ chorea OF > 
It covers both manual and mechanical aS 8 ey See Sage. 
systems. The author is well qualified to write such 
F a work. He has had wide experience in this 

As far as possible, subject matter has been branch of company administration and is an 
grouped for both continuity and easy refer- acknowledged expert in the procedure and 
ence. A wide range of specimen forms has practice concerned with the establishment and 
been provided. maintenance of share and debenture registers. 


Contents include — 


The Share Department; Share Registers; Capital; Share Certificates; Transfers; 
Dividends and Interest; Annual Returns; Dividend (Withholding) Tax; 
Specimen Forms, 1-60. 


Price £3/10/- 





The Employer, The Employee 
and The Law 


By 
EDWARD I. SYKES, B.a., LL.D., 
Reader in Law in the University of Queensland. 


The purpose of this small book is to assist structure of civil and industrial Courts in 
those who have to deal with employer- Australia and the relationship between the 
employee relationships or handle cases in the two systems and about the law reports and 


— industrial arbitration tribunals and how to refer to them. Why, for instance, do 
who have not been trained as lawyers to cases involving the rights of unions and 


acqui $ . ngnger . 
— Pn Rey we Oo ee _— employers sometimes arise in the ordinary 
rather to talk about the law of contract and Courts and not in the special industrial 


the law of torts in so far as they impinge on tribunals? To these and similar questions the 
industrial relationships, about the general book endeavours to provide a simple answer. 


Price £1/1/- 


The Law Book Co. of Australasia Pty Ltd. 


140 te oo 456 Little Collins Street 30 Adelaide Street 
SYD MELBOURNE BRISBANE 
28- coal 67-7888 2-8882 
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Pandora said: 


“While there’s life 
there’s hope” 


She had plenty on her 
conscience! All the evils 
which afflict the human race had just escaped 
her box. Only hope —a delicate creature 
that needs a lot of nurturing — remained. 
It isn’t enough merely to hope everything 
will be all right. Call in your A.M.P. man, and 


with his help make su/z it is. 


AUSTRALIAN MUTUAL PROVIDENT SOCIETY 


HEAD OFFICE: 87 PITT STREET, SYDNEY 
Chairman: C. G. CRANE e General Manager: H. B. G. WALKER 


Every A.M.P. member enjoys the unquestioned security afforded by funds exceeding £485,000,000 
which the Society seeks to invest to the greatest benefit to members, 
Z1276 
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Recent Legal Decisions 


Defective Appointment of Receiver 


Perhaps the circumstances in 
Windsor Refrigerator Co. Ltd. v. 
Branch Nominees Ltd. (1960) 2 All 
E.R. 568 were a little unusual, but 
the case does sound a warning for 
those tempted to dismiss legal for- 
malities as mere technicalities. 


To secure its bank overdraft, the com- 
pany had issued, under seal, a debenture 
conferring a floating charge over its as- 
sets to B.N. Ltd., as nominee for the 
bank. (B.N. Ltd. was a wholly-owned 
subsidiary of the bank). In the usual way 
the debenture provided for the appoint- 
ment of a receiver on default in repay- 
ment of the principal moneys. 


Another agreement of the same day, 
entered into between the debtor company, 
the bank, and B.N. Ltd., contained an 
undertaking on the part of B.N. Ltd. 
that, on the company’s default, and at 
the request of the bank, it would exer- 
cise all the powers given to it by the de- 
benture. 


The debt was not repaid, and on 25 
February, 1958, B.N. Ltd., at the bank’s 
request, prepared a formal demand for 
payment of the principal moneys owing, 
and a letter to the manager of a branch 
of the bank authorising him to receive 
payment thereof on behalf of B.N. Ltd. 
These documents were signed by a direc- 
tor of B.N. Ltd. B.N. Ltd. also sealed 
an undated deed appointing X as re- 
ceiver under the debenture. The seal of 
B.N. Ltd. was affixed to this latter docu- 
ment in the presence of two directors, 
who signed the deed in the ordinary 
course of attesting the affixing of the 
seal. It was accepted, however, that B.N. 
Ltd. did not intend to become uncondi- 
tionally bound by this deed at the time 
the seal was affixed. 


All these documents were sent to the 
, Which in turn despatched them to 
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By L. C. VOUMARD, B.A., LL.B 


a manager of one of its branches with 
instructions to agree to the receiver’s re- 
muneration and, unless the company 
complied forthwith with the demand for 
repayment, to hand to X the instrument 
appointing him receiver. On 28 Feb- 
ruary, the manager inserted that date in 
the formerly undated deed, and went to 
the company’s premises together with X, 
the prospective receiver. The manager 
handed the managing director the formal 
demand for repayment and the letter 
authorising payment to the branch man- 
ager. Payment was not forthcoming, 
whereupon the manager told the manag- 
ing director that X was to be appointed 
receiver, and handed to X the deed ap- 
pointing him receiver. 


In subsequent litigation the question 
arose whether X was ever validly ap- 
pointed. This depended on the validity of 
the deed appointing him. If it had been 
delivered to him as the deed of B.N. Ltd., 
then he was effectively appointed. Like- 
wise if it could be regarded as effective as 
an instrument under hand. But the court 
held it ineffective. 


In the first place, delivery of a deed is 
essential to its validity. And the branch 
manager of the bank was not the agent 
of B.N. Ltd. duly authorised to deliver 
the deed of appointment on behalf of 
B.N. Ltd. The constitution of B.N. Ltd. 
conferred no power on him, so that the 
only way in which he could have been 
authorised to act on behalf of B.N. Ltd. 
in this matter was by being appointed 
under seal (because the appointment of 
an agent to deliver a deed already sealed 
must itself be under seal). Therefore, the 
deed had not been effectively delivered 
to X by B.N. Ltd. or its properly ap- 
pointed agent. 

Secondly, it had been urged that the 
appointment was valid because the deed 
of appointment could be regarded, not 
as a deed, but as an appointment under 


41 





hand validly made on behalf of B.N. Ltd. 
If the document could be treated as an 
instrument under hand the lack of effec- 
tive delivery would not be fatal. But the 
court declined so to treat the document. 
There was no evidence that the directors, 
when they put their names to the deed, 
were authorised to do any more than wit- 
ness the affixing of the seal of B.N. Ltd. 
on that deed of appointment, and since, 
on its face, that document was a deed, it 
could not be treated as something less. 
All of which shows that you can’t be too 
careful! 


+ 


Offer Accepted by Telephone 


In the Victorian case of Dew- 
hurst v. Cawrse (1960) V.R. 278 
the preliminary question for deci- 
sion was where was the contract 
made, in respect of the allegea 
breach of which the plaintiff wished 
to sue, 


A contract had been made by tele- 
phone between the plaintiff, in Victoria, 
and the defendant, in Adelaide. When 
the plaintiff sued for alleged breach of 
the contract the defendant took the pre- 
liminary point that a Victorian court 
had no jurisdiction to deal with the 
matter. The plaintiff replied that it had, 
as the contract was made in Victoria. 
And so the question arose, where was 
the contract made? 


Since a contract is made in the place 
where the offer is accepted, the plain- 
tiff, in order to show that the Victorian 
court had jurisdiction, had to show that 
the offer had been accepted in Victoria. 
He claimed, and the court agreed, that 
the law relating to acceptances given by 
post or telegram was not the same as the 
law relating to acceptances given by tele- 
phone, teleprinter or other similar means 
whereby the parties are to all intents and 
purposes in instantaneous communica- 
tion with each other, and that where an 
acceptance is given by telephone, for 
instance, it is not complete until actually 
received. (This followed the English 
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decision in Entores Ltd. v. Miles Fa 
East Corporation (1955) 2 Q.B. 327). 


if, therefore, the plaintiff could have 
shown that he was the offeror, and that 
the defendant was the offeree, the con. 
tract would have been made in Victoria 
when the defendant’s acceptance was 
actually received by the plaintiff, and 
the matter would have been within the 
jurisdiction of the Victorian court. But 
unfortunately for him the plaintiff was 
unable to discharge the onus of proof as 
to this, and the action was, therefore, 
stayed. 


+ 


“Direct Cost versus On-Cost” 


Although this is a matter normally 
outside the scope of this column, a 
recent judicial utterance concerning 
the method of valuing work in pro- 
gress might possess some interest. 


The problem arose in Duple Motor 
Bodies v. I.R.C. (1960) 2 All E.R.110. 
That was a revenue case, concerned with 
the computation of profits for United 
Kingdom taxation purposes, and has no 
great appeal here, but there was a dis- 
pute over the method of valuation of 
work in progress to be adopted by a 
motor vehicle body building company. 
The two competing views were described 
thus by Lord Evershed, M.R. (at p.113): 
“The problem is . . . how one should ar- 
rive at the value of (the company’s) 
work in progress at the beginning and end 
of the (relevant accounting) periods. In 
the accountancy profession two methods 
or theories are current, both of which ap- 
pear to have their devotees. One is known 
as the “direct cost” method and the other 
as the “on-cost” method. The direct cost 
method, as the words naturally import, 
means that the subject matter — in this 
case the work in progress — is valued 
by looking at what has been expended ex- 
clusively on the work in progress at the 
beginning and end of the relevant per 
iods, viz., for practical purposes (at aly 
rate in this case) the cost of the materials 
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used and the wages of the labour directly 
employed. The on-cost method goes fur- 
ther; it says that one should not exclude 
a proper proportion of other, more gen- 
eral costs of the company’s business, 
some part of which should be attributed 
to the work which was in progress at the 
relevant dates.” 


With that promising start, there might 
have been hopes that the court would de- 
cide in favour of one or the other method 
as a matter of broad principle. But this 
it declined to do; the judges preferred to 
deal with the problem in the light of the 
facts before the court. As a result, the 
devotees of neither method can claim to 
have received, for all purposes, the im- 
primatur of the court! 


+ 


Resolutions passed on Short Notice 


The various Companies Acts de- 
fine a special resolution as one pas- 
sed at a meeting of which not less 
than twenty-one days’ notice has 
been given. 


But they then go on to make provision 
for such a resolution to be passed on 
shorter notice in certain circumstances. 
The relevant English provision is found 
in Section 141 (2) of the Companies 
Act 1948, which enacts that “if it is so 
agreed by a majority in number of the 
members having the right to attend and 
vote. . ., being a majority holding not 
less than ninety-five per cent. in nominal 
value of the shares giving that right. . . 
a resolution may be proposed and passed 
a& a special resolution at a meeting of 
which less than twenty-one days’ notice 
has been given.” (This provision is re- 
/—/~ in the Victorian Act, Section 

). 


But it is easy to go wrong in an attempt 
0 take advantage of this and pass a 
special resolution on less than twenty-one 
days’ notice, as is shown by the decision 
mre Pearce Duff & Co. Ltd. (1960) 1 
WLR. 1014. 
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On 8 March a company sent to its 
members notice of a meeting to be held 
on 29 March to pass a special resolu- 
tion for the reduction of capital. This 
notice gave less than the full twenty-one 
days’ notice required. Later, and before 
the meeting was held, the directors real- 
ised that they wanted to propose a second 
special resolution at the meeting (to pro- 
vide for payment of a premium to holders 
of preference shares who were to be paid 
off under the reduction), but they also 
realised that they could not give the 
statutory period of notice for this second 
special resolution in time. At the meeting, 
therefore, they requested shareholders 
present to sign their consent to the second 
special resolution being proposed despite 
the fact that the necessary notice had not 
been given. This consent was in fact 
signed at the meeting by shareholders 
being a majority in number of those en- 
titled to attend and vote holding ninety- 
five per cent in nominai value of the 
voting shares. Later still and fortu- 
nately, as it turned out — the company 
obtained the written consent of every 
shareholder to both resolutions being 
treated as valid special resolutions. 


Then the company petitioned the 
court for confirmation of the reduction. 
At the hearing, the point was taken that 
the resolutions were not validly passed, 
being passed on less than the statutory 
period of notice. The reply to this was 
that they had been validly passed on 
short notice. But the court thought differ- 
ently. The extract from the Act repro- 
duced above requires persons agreeing to 
a resolution being passed on short notice 
to appreciate that fact; and, said the 
court, since the shareholders did not ap- 
preciate that the initial notice of the first 
special resolution was defective in point 
of time, the consent given at the meeting 
could not cure that defect. However, 
since every shareholder had in fact sub- 
sequently consented to both resolutions 
being treated as valid special resolutions, 
and the petition had been presented on 
that footing, no shareholder could be 
heard to say that they had not been validly 
passed. Hence the reduction was con- 
firmed. 





Planning in a Public Accountant’s Office 


By JOHN REZAK, F.A:S.A. 


CONSIDERABLE proportion of the 

work of a public accountant involves 
dealing with matters relating to income 
tax, company law, the Real Estate Agents 
Act, the Practising Solicitors Act and 
the requirements of the Government 
Statistical department, all of which are 
governed by the time factors laid down 
in the relevant statutes. 


This time limitation requires that the 
public accountant should plan his work 
and, of course, the activities of his staff, 
so that an efficient work schedule can 
be established. It is the author’s inten- 
tion to outline some planning methods 
which have been found effective and 
practical. 


It may be that with a small practice 
little planning is required. Where most 
of the responsible work is done by the 
proprietor perhaps with the assistance of 
a secretary with one or two juniors doing 
the routine work the proprietor would be 
likely to have the whole programme at 
his finger tips. 


When the practice consists of a 
principal with perhaps one or more 
partners, some seniors supervising inter- 
mediate and junior staff, it is essential 
to ensure that everyone is provided with 
sufficient work every working day of the 
year and for the work to be carried out 
in some planned logical order. 


This prompts the question — at what 
stage is planning required? The answer 
is not a simple one as it depends on the 
nature of work done by each individual 
practice. It may be found that where 
the accountant’s main work is routine 
bookkeeping and income tax work, plan- 
ning is not required until there are ten 
to fifteen members on the staff. On the 
other hand, if the practice does more 
advanced accountancy work involving 
financial and budgetary control, company 
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and consultative work, planning become; 
essential even if there are less than ten 
members on the staff, including one or 
more principals. 


Any planning which is being don 
must be continued during the whole of 
the year, progress checked, and the plan 
revised in the light of experience. There 
is no set time when it should start. Some 
accountants prefer planning to commenc: 
in July while others prefer January. f 
Personally I have divided the planning ff 
into two stages: 


(a) Progress control covering the 
period January to June, and 
(b) Works programme covering th 

difficult period July to December. 


PROGRESS CONTROL 


Each productive member of the staf F 


is allotted a certain number of clients. 
After discussing the clients’ work with 
the staff member to whom they ar 
allotted the latter member is required to 
prepare a schedule showing the following 
information:— 

(a) Name of client; 

(b) Estimated number of hous 
required to complete the whole 
year’s work. 

This schedule may also show the fees 
anticipated from these clients. A 
summary of the schedule will show i 
enough work is allotted to the staff or 
alternatively if certain work should b 
transferred to other members of th 
staff. It is important not to fully cover 
each work programme for the following 
reasons: 

Certain jobs may take more time than 

estimated. 

New work is received by the office and 

has to be allocated to the staff. 

Absenteeism may upset the tme 

schedule. 
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If one clerk leaves and a new one is 
employed time is lost before the 
re-adjustment is completed. 


Having allocated work, the staff is 
requested to show what progress is being 
made with the closing off of last year’s 
work and the preparation of the current 
year’s work. For this purpose the follow- 
ing schedule is prepared by each member 
of the staff to whom work is allotted — 





be held, annual returns prepared and 
dividends declared between 1 January 
and 30 April. 


2. Audit of estate agents trust accounts 
should be completed and the neces- 
sary statements prepared before 30 
June. 


3. Audit of solicitors’ trust accounts 


should be brought up as near to the 
30 June as possible. 





PROGRESS CONTROL A. STAFF 
Financial Year Ending 30th June, 1960. 
Name of Closing July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apl. May June 
Client Off 








The schedule may be used in several 
ways. If it is intended to show that the 
whole of the client’s work is brought up 
to a certain month the date when the 
work is completed for the portion of the 
year should be put into the respective 
month’s column. 


If more details are required to show 
the stages of various specific procedures 
graph paper would be best suited. 

Each month would contain four squares 
and letters would be used to designate 
various activities, e.g. C for cash book, 
D for debtors, L for liabilities or creditors, 
etc. If a procedure is brought up to a 
certain date the respective symbol should 
be inserted in the corresponding monthly 
column. 


A reasonable amount of latitude is 
afforded to the staff during the above 
period. As very few jobs allotted must 
be completed to a time schedule during 
the above period it is not important 
which job is done first. It is advisable, 
however, to plan an even distribution of 
work throughout the year and avoid the 
high pressure between July and Dec- 
ember. The problem can never be fully 
solved but the following steps may tend 
{0 minimise the difficulties: 


1. Annual meetings of companies should 
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4. Closing off of last year’s work. 

5. All unproductive work such as re- 
organising, filing systems, etc. 

6. Arranging principal’s and staff holi- 
days. 

7. Completing financial statements and 
income tax returns of partnerships 
and companies which ceased business 
since last financial year. 

8. Obtaining the necessary information 
relating to new business deals which 
took place since July last and bring- 
ing them into the books at the time 
the books and records are brought 
up-to-date. This refers particularly 
to hire purchase contracts, purchase 
and sale of businesses and properties, 
joint venture agreements, etc. 


WORKS PROGRAMME 


After 30 June the planning acquires 
special importance. For the purpose of 
getting extensions of time for lodgment 
of income tax returns it is necessary to 
complete a certain number of returns by 
certain dates. Some clients at this time 
request their financial statements as they 
are required by their bankers. Other 
clients like to have their results early 
and demand attention. 
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Each member of the staff is now 
requested to prepare a works programme. 
This consists of grouping the clients into 
months during which it is planned to 
complete their work. The programme 
is studied by the principal who will most 
likely make alterations to fit in with his 
overall income tax programme and the 
requirements of clients whose work must 
receive priority. 


In addition to the works programme 
the staff member prepares a full list of 
the income tax returns he has to handle. 
This list should be grouped in such a 
way that the partners’ names follow the 
name of the partnership, the names of 
the beneficiaries after the trust, and 
shareholders and directors after the name 
of the company. 


Where a group of companies is 
involved the plan should provide for all 
the companies to be completed one after 
the other to ensure that inter-company 
transactions have been properly recorded. 
Subsequent adjustments are thereby 
avoided. 


The fruit of an efficient programme 
control during the January-June period 
can now be enjoyed. If all the neces- 
sary queries have been disposed of 
earlier, the writing up of the books can 
now be completed and frequently only 
a final interview will be required to 
discuss with the client the draft financial 
statements. 


The staff is requested to complete the 
writing up and reconciliation of the books 
where necessary, posting and preparing 
the draft. All queries are listed on the 
draft and an appointment is made for 
the client to see the principal or senior 
staff. 


The works programme is inspected by 
the principal or senior to ensure that the 
work is progressing satisfactorily and to 
make the necessary changes. These are 
necessary if a clerk gets behind or certain 
jobs must be completed at an earlier date 
than planned. Frequently at this stage 
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the principal begins to burn the midnigh 
oil! 

The works programme is in the folloy- 
ing simple form: 


Clients Remarks 


Date Completed 





uly 
——— 


August 
oe 


etc. 

The programmes are retained by the 
staff for constant reference and adjust 
ments. 


Great benefit may be obtained at this 
juncture from meetings to discuss the 
progress of the works programmes and 
any amendments to the plans prepared 
by the staff for the completion of their 
jobs. 


Although the procedures outlined are 
quite elementary they prove to be valv- 
able in the planning and supervision of 
a public accounting practice. They 
eliminate wisagreements and _ confusion 
between staff as to the amount of work 
allotted during periods of high pressure. 


The practice of allotting to each clerk 
a works programme enhances his feeling 
of responsibility and the comparison of 
the actual work against a plan prepared 
by him cultivates high regard for the 
time element which is so important. 


Other functions associated with and 
following the completion of clients’ work 
also deserve mentioning, they include the 
following. 


After discussing the draft financial 
statements with the client and making 
the necessary adjustments the clerk 
prepares all income tax returns includ- 
ing the partners’ personal returns. 


All journal entries except the actual 
closing off are made before the books 
are put away. 


As soon as the draft financial state- 
ments are completed the clerk completes 
the Government ‘Statisticians’ factory 
returns. 
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Principles upon which to act in guiding Direct Costing 
the flow of information are discussed by 
W. S. Rothwell in “Financial Communi- 
sh clerk cation: What, Why, How, and Who,” in 
‘ The Controller, September. 


Two articles on the general acceptance 
of direct costing principles appear in the 
N.A.A. Bulletin, September. F. L. Traver, 


- feeling “Improving the Status of Direct Costing 
‘ison of Auditine for External Reporting,” suggests that 
repared staed ‘ee : ae the doctrines of materiality and consis- 
for the “Qualifications in the Auditor's Re- tency have their place, in appropriate 
ant. port” is the title of a bulletin published instances, in rendering direct cost state- 
| by the Committee on Accounting and ments acceptable for shareholders and 
ith and Auditing Research of the Canadian Insti- taxation purposes. R. E. Davis, “Direct 
A. tute of Chartered Accountants. The bul- Costing — Will General Acceptance fol- 


letin is published in full in the September low Management Acceptance?” considers 


issue of The Canadian Chartered Ac- that acceptance of direct costing prin- 
inancial countant together with some comments ciples has gone further than is generally 


making [§ »y R. D. Thomas, research director of realised, and believes that the time is ap- 

clerk the Institute. The bulletin makes recom- proaching, or possibly has arrived, when 
includ- mendations as to when qualified reports the recognition of direct costing as ac- 
* are required and how the qualified ceptable for all purposes will be appro- 


opinion should be presented. priate and possible. 
actual 


books Company Law Education 
Radical reforms proposed in the re- Clifford L. Turner compares “Cana- 
| state- port of a committee presented to The dian and U.S. Standards of Accountancy 


mpletes Indian Parliament in August, 1960, are Education” in The Canadian Chartered 
factory mentioned in an editorial in The Charter- Accountant, August. In particular he 
’ ed Accountant (India), September. The draws attention to and compares the 
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standards of the professional bodies in 
Ontario, four of the United States, and 
the recommendations of the Commission 
on Standards of Education and Experi- 
ence for C.P.A.’s. 


Training needs of the controller, in- 
tended to cope with the impact of the 
newest mathematical tools, are discussed 
by Arthur B. Toan, Jr., in “Coming De- 
mands upon Controllership” in The Con- 
troller, September. 


Internal Control 


In The Internal Auditor, Fall issue, H. 
Brodish discusses “Fraud in Business 
and its Control.” He shows various ways 
in which fraud may occur in connection 
with cash receipts, cash payments, ac- 
counts receivable, purchases, petty cash, 
payroll, inventories and securities. He 
points out that a good system of internal 
control can help greatly to prevent fraud 
but that any such system may be supple- 
mented by independent audit and by ap- 
propriate insurance. 


R. K. Mautz and R. E. Schlosser, 


writing in The Controller, September, 
on “Necessary Standards of Internal Con- 
trol,” discuss the basic components of 
internal control from the viewpoint of 
systems analysts. 


Inventory Control 

Adopting a practical approach, L. G. 
Spencer, “The Many Facets of Sound 
Inventory Control,” N.A.A. Bulletin, 
August, describes how responsibility as- 
signment, improvement of procedures, 
adequate reporting, internal auditing, and, 
in particular, a programme of education 
and advice in inventory management have 
worked well in a large electrical manu- 
facturing company. 


Leases 

In the N.A.A. Bulletin, August, F. S. 
Lyndall considers “Leasing Equipment 
— What are the Advantages?” He shows 
that leasing is a form of supplementary 
financing, more expensive than, say, 
bonds, but possessing a number of real 
advantages. 
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Management Services 


“Management Services for Smal 
Clients,” is the subject of an article in 
The Journal of Accountancy, September, 
by Ralph F. Lewis. He suggests that the 
public accountant who widens his scope 
of activity to include areas not tradition- 
ally part of the accountancy practice 
should not feel that he is dabbling in 
something outside his field. He submits 
that many of the problems encountered 
have roots that are indigenous to areas 
best understood by accountants. 


Office Management 


The primary goal of an effective cleri- 
cal cost control programme is not savings 
but better management, which, if 
achieved, automatically brings about a 
proper relationship between work per- 
formed and man-power used. In the 
N.A.A. Bulletin, August, V. A. Piucci, in 
an article entitled “Training Supervisors 
to Control Clerical Costs,” describes the 
programme adopted by a life assurance 
company to train its supervisors to con 
trol output by utilizing work measure- 
ment as the basic control tool. 


Operations Research 


In the New York C.P.A., September, 
D. B. Hertz writes on “Operation Re- 
search Applied to Business Problems”. 
He shows how the theory of correlation 
may be applied to cost data relating to 
payroll expense and gives an example 
of a linear regression equation in estimat- 
ing total labour costs where both fixed 
and variable factors are operating. 


Price Level Charges 


The article by Professor Goudeket in 
the July issue of The Journal of Account 
ancy has brought forth praise and search- 
ing comments from such well-known at- 
countants and writers as Paul Grady, 
Maurice E. Peloubet, and Willard J. 
Graham (in the August issue), and W. 
A. Paton (in the September issue) ™ 
the form of letters to the editor which 
are well worth reading in conjunction 
with the original article. 
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Public Accounting 


In an article entitled “An Accounting 
System for a Small C.P.A. Firm” in The 
Journal of Accountancy, August, W. Carl 
Dale submits that many practising ac- 
countants do not have adequate account- 
ing systems and that “the C.P.A. who 
does not know what it costs him to per- 
form prefessional services, or what his 
services are worth, or what he is actually 
paid for his servicese, hurts not only him- 
self but other practising members of his 
profession.” The article includes sugges- 
tions for assembling data relating to fee 
income and staff income and production. 


Publicity 

In the Accountants’ Journal (N.Z.) 
September, an item entitled “Publicity 
and the Professions” quotes a passage 
from the Solicitors’ Journal (U.K.) criti- 
cally examining the attitude of the pro- 
fessional societies to publicity. It is sug- 
gested that a more liberal attitude may 
be of great ultimate benefit to both the 
public and the members of the societies. 


Return on Investments 


K. R. Rickey, “Measuring the Return 
on Capital Where Leased Properties are 


Involved,” .N.A.A. Bulletin, August, 
argues that leasing is only a method of 
financing and that leased assets should 
be considered when measuring the return 
on capital. In the September issue of the 
N.A.A. Bulletin, J. G. McLean, “Meas- 
uring the Return on Capital — Relating 
Calculations to Uses,” describes how an 
oil company uses the discounted-cash- 
flow method for analysing new capital 
outlays, and the average-return-on-in- 
vestment method for the calculation of 
after-the-fact, historical return-on-invest- 
ment figures. 


Simplification of Procedures 


Robert G. A. Boland in an article 
“Basic Systems Simplification,” The Ac- 
countant, 13th August, points out that 
nowadays most office system studies are 
undertaken to allow the introduction of 
modern business machines and equip- 
ment to improve the efficiency of opera- 
tions. He suggests that it is possible to 
effect improvements in day-to-day opera- 
tions without this expenditure by the 
elimination of all unnecessary procedures, 
records and copy work. He illustrates 
these points with examples. 





NATIONAL PRODUCTIVITY CONFERENCE 


An Australian conference on productivity 
will be held at the University of Melbourne 
from 8 to 10 February, 1961. It is being spon- 


; sored by the Australian Productivity Council 


and organised together with representatives of 
the Australian Institute of Political Science, 
the Australian Institute of Management (Mel- 
bourne Division), Commonwealth Department 
of Trade, the Institution of Production Engin- 
ters, the Melbourne Junior Chamber of Com- 
merce, the Rotary Club of Melbourne, and the 
Victorian Chamber of Manufactures. 

The conference will open on the evening 
of 8 February with addresses by the Rt. Hon. 
R. G. Menzies and the Hon. A. A. Calwell on 
‘Productivity and the Standard of Living,” 
followed by a keynote address by Sir Douglas 
Copland, chairman of the Council, on the 
subject “Productivity — a National Asset.” 
The following days will be devoted to ad- 
dresses by distinguished overseas and Australian 
‘peakers, to syndicate work on different pro- 
ew techniques and to discussions and 
films. 
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The overseas speakers will include Mr. E. 
E. Butten, chairman of Personnel Administra- 
tion Ltd. London, and another speaker who is 
a senior representative of the Japan Product- 
ivity Centre. They will speak on progress in 
the promotion of productivity in Great Britain 
and Western Europe and in the Asian area. 

Mr. B. B. Callaghan, general manager, Com- 
monwealth Development Bank, will speak on 
“Productivity of Capital and Natural Re- 
sources”; Mr. Walter Scott, governing director, 
W. D. Scott & Co. Pty. Ltd. on “Productivity 
and Management Techniques”; Dr. Lloyd Ross, 
secretary, N.S.W. Branch of the Australian 
Railways Union on “Productivity and People”; 
and Dr. F. W. G. White, chairman of 
C.S.I.R.0., on “Productivity and Science.” 

Cost of attendance at the conference is 
£10/10/- per person; guests at the dinner, 
£2/2/-. Further convention information and 
application forms can be obtained from the 
Administrative Officer, Australian Productivity 
Council, 55 Collins Place. Melbourne, (Phone 
63-9506). 





Inflation and Financial Accounting Practice 


RITING in the October, 1960, issue 

of this journal, Mr. W. E. Nichols 
has given his views on the above subject, 
including comments on our article pub- 
lished in the July issue where we suggesed 
a method for dealing with the effects of 
inflation in accounting reports. In this 
connection we wish to reply to some of 
Mr. Nichols’ points dealing in turn with 
the headings under which he has divided 
the subject matter. 


]. Terminology and Disclosure 


Our suggested method sets out to elimi- 
nate the inflationary element from the 
accounting profit and to present the bal- 
ance sheet in terms of current values of 
assets and shareholders’ funds. In doing 
so, we debit appropriation account (so 
reducing accounting profit) and credit a 
price compensation account; similarly we 
debit a current value adjustment account 
with the difference between the current 
and book values of all assets, again trans- 
ferring the credit to the price compensa- 
tion account. In real, as distinct from 
nominal monetary, terms the credits in 
this account are not reserves of any kind. 
The term “reserve” implies something 
that has been set aside and belongs to 
proprietors in addition to their contributed 
capital. But in the case of inflationary 
gains this is not true, as the credits (ir- 
respective of the name tag) are part of 
already existing shareholders’ capital 
which is now measured in inflated cur- 
rency. It is for this reason that we do not 
agree with Mr. Nichols’ suggestion that 
accounts named “revaluation reserve” 
and “replacement reserve” should be sub- 
stituted for price compensation account. 
We consider that in this context the use of 
the term “reserve” is misleading. Mr. 
Nichols is quite right in stating that the 
credit balances are legally distributable as 
dividends, but that does not necessarily 
mean that it is financially or economically 
sound to do so. On the contrary, once the 
undesirability of capital erosion is ac- 
knowledged the accounts should be so 
named as to show that these balances are 
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A reply by HAROLD SHAW, 
A.A.S.A., F.C.A.A., G. STERNS, 
B.Com., A.A.S.A., and S. R. FORELL, 
A.AS.A. 





















not intended for distribution as dividends. 
After a period of inflation there should 
be no objection to using at least part of 
these credit balances for issuing bonus 
shares. 







Further, it is not correct to state that 
the credit balances, whatever their name, 
are created for the purpose of replace- 
ment of assets; their sole purpose is to 
show the amount by which proprietorship 
expressed in historical values falls short 
of that expressed in current values, and 
no more than that. This is illustrated by 
Mr. Nichols’ own balance sheets on p. 
511. For example, at the end of year 2, 







































\ 
stock has been replaced and is shown in § 
the balance sheet at current value, yet the , 
so-called stock replacement reserve has : 
not been affected. The same will apply to 4 
non-current assets. \ 

For these reasons, we cannot agree that ; 
Mr. Nichols’ suggested account titles in- Fy 
dicate “the origin and significance (legal D 
and otherwise) of the respective credit 
entries.” We feel that the term “price 
compensation account” describes some- 5 
what the function of the account, but we # 4 
agree that the name is by no means a1 § th 
elegant one. It is offered as a suggestion B at 
on our part, and proposals for a more ap § St 
propriate name would be welcome. th 

C0 

We agree that, in terms of conventional BF ;, 
financial accounting terminology, it is 20 Boo 
desirable that “revenue” items and “capt & tic 
tal” items should merge and lose thei! B to, 
identity, nor is it desirable that share 
holders should not be able to trace the F 3. 
origins of the credit entries contained | 
the price compensation account. To over # 
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come this we see no difficulty in sub- 
dividing this account so that “price com- 
pensation account stock” would record 
current value adjustments in respect of 
stock, “price compensation account — 
equipment” would record transfers result- 
ing from current value adjustments in 
respect of equipment, and so on. In fact, 
we did this in the apropriation accounts 
shown on pages 318 and 319 of our art- 
icle, but we combined the balances into 
one account in the summarised balance 
sheets. 


2. Accounting Method 


Our disagreement with Mr. Nichols in 
this section follows from that mentioned 
under the sub-head “Terminology and 
Disclosure,” where we have shown our 
reasons for rejecting the use of the term 
“reserve.” Apart from this, Mr. Nichols 
has modified our method by recording 
the current value adjustment only for the 
unexpired portion of non-current assets, 
whereas we made the current value ad- 
justment for the asset as in new condition 
and offset this by an appropriate pro- 
vision for depreciation account in re- 
spect of the used-up portion of the asset. 
Mr. Nichols claims that his short cut 
avoids clashing violently with existing 
accounting theory. On the other hand, 
Mr. Nichols introduces a new clash, if 
not with theory, then with the practice 
which requires that assets be shown in 
the balance sheet at their full values less 
provision for depreciation. 


Referring to the first paragraph, on p. 
512 of Mr. Nichols’ article we cannot 
agree that his procedure is simpler, nor 
that it produces more useful results (the 
author himself states that the resulting 
statements are almost identical). We agree 
that his terminology is more easily re- 
conciled with existing accounting prac- 
tice; but we believe that in making these 
concessions to existing accounting prac- 
tice he has gone so far as to make his 
terminology misleading. 


3. Measurement of Current Income 


We shall examine more closely our 
method of determining current income 
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which Mr. Nichols regards as being “in- 
consistent within itself’ (p. 513). The 
balance sheet is prepared as at the end of 
the accounting period; therefore to be 
consistent with the heading of the balance 
sheet one should use end of period values 
in it, and Mr. Nichols acknowledges on 
p. 514 that we have achieved a balance 
sheet showing “present day net worth.” 
Turning to the income statement, this is 
also prepared at the end of the account- 
ing period; therefore we have aimed at 
expressing current income in terms of 
money values as at the end of the ac- 
counting period. 


We have valued both opening and 
closing stocks as well as depreciation in 
terms of money values as at the end of 
the period; this is perfectly consistent 
with the aim to obtain current income 
in terms of end-of-period values. The 
“end of the period” in our example, and 
usually in practice, is the end of the 
trading year. Considering total sales and 
purchases at the end of the year and in 
terms of end-of-year values will not 
cause any considerable error if the ratio 
between sales and purchases has been 
steady during the year, i.e., if inflation 
has acted on both sales and purchases at 
the same time the effects will tend to can- 
cel out. However, this is a condition 
which may of may not apply in practice. 
Therefore the method does not completely 
satisfy a rigorous analytical test of con- 
sistency, especially in a period of severe 
price changes. In such a case we suggest 
that the practical way to improve the re- 
sults is to shorten the accounting period, 
i.e., Close the accounts and determine the 
current income at intervals during the 
year. But in the circumstances of a steady 
inflationary trend the method suggested in 
our article will produce a measure of 
current income sufficiently consistent (for 
practical purposes) with the end of period 
valuations in the balance sheet. 


4. Maintaining Capacity 

Regarding availability of cash re- 
sources for replacement of equipment 
Mr. Nichols suggests a special appropria- 
tion to reserve (appropriation (b) on p. 
513). There is no objection to making 
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transfers of this (or any other) kind to possibility. The investment, whether in 
reserves, but it must be realised that the marketable shares or otherwise, would 
reason for this kind of appropriation is become an asset subject to current value 
not a deficiency in depreciation provi- adjustments, and no difficulties should 
sions as shown in our article, but the arise on its realisation when equipment 
fact that idle cash is held in a time of in- replacement becomes due. 

flation. In other words, appropriation (b) . , 

is merely a transfer to ante ee Current Value of Funds Employed 
and therefore the description (on p. 513) 
as to how the amount of the transfer is ar- 
rived at is unfortunate because it sug- 
gests that a need for the reserve arises 
out of inadequate depreciation provisions 
in earlier years. 


Regarding current values for items 
such as goodwill and patents the prob- 
lem in principle is no different from that 
in relation to other assets. In practice, 
as Mr. Nichols points out, an annual de- 
termination of current values for these 
assets is extremely difficult. But this is 

Investment of an amount equal to total not a problem that stems from inflation, 
depreciation at the end of the year in because even if there is perfect price 
appropriate assets is only one method stability accountants are most uncertain 
of planning for replacement as we indicate as to what value to place on intangible 
on p. 320. In this connection Mr. Nichols assets such as goodwill and patents. A 
deplores our suggestion of relatively method for determining the current value, 
liquid assets being used for this purpose; and hence the current value adjustment, 
we agree that this suffers from a short- would probably follow if a practical and 
coming to the extent that suitable assets generally accepted method was devised 
which are sufficiently liquid may not be for arriving at the value of these items. 
easily found in practice. However, he But this is no longer on the subject of i- 
mentions readily marketable shares as a flation. 





NEW YEAR HONOURS 


Our congratulations are extended to the following members of 
the Australian Society of Accountants whose names appeared in the 
list of New Year Honours conferred by Her Majesty, The Queen. 


Kt. (Knight Bachelor) Mr. NORMAN JAMES PARKES, A.A.SA, 
Mr. WILLIAM POOLE BISHOP, C.M.G., of Canberra, A.C.T. Clerk Assistant, 
A.A.S.A., of Tusmore, South Australia. House of Representatives. 
Formerly South Australian Auditor-Gen- 
eral. Mr. VICTOR JOHN WILLIAM SKER- 


C.B.E. (Order of the British Empire, Com- MER, A.A.S.A., A.C.A.A., of Canberma, 
mander) A.C.T. Secretary and Chief Inspector, 
Mr. JOHN LAWRENCE KNOTT, A.A.S.A., Commonwealth Audit Office. 

of Caulfield, Victoria. Secretary, Depart- 
ment of Supply. M.B.E, (Order of the British Empire, Mem- 

O.B.E. (Order of the British Empire, Officer) ber) 

Mr. BRUCE WALLACE NICHOLAS en ' 
GRIFFITHS, A.A.S.A., of Launceston, Mr. EDWIN FOLLAND ROUTER, 
A.AS.A., of Hamilton, Queensland 


Tasmania. Secretary, Launceston General 
Hospital. Commonwealth Public Service Inspector. 
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NEWS AND NOTES 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


VICTORIA 

At Home 

On the afternoon of 9 December, Divisional 
Council entertained the Victorian Divisional 
Councillors of The Australasian Institute of 
Cost Accountants and the Institute of Chartered 
Accountants in Australia in the Society’s 
library. This is the first occasion that the 
Councils of the three bodies have met together 
socially and the opportunity was much 
appreciated. 


Christmas Luncheon 


The Christmas luncheon for members was 
held on 13 December in the Banquet Hall of 
The Victoria Ltd., 268 members being present. 
Appropriate entertainment was provided by 
Mr. William Cresswell, a baritone who sang 
several popular numbers and Mr. Don Bell 
who presented a most entertaining conjuring 
routine. Mr. Eric Fox acted as compere and 
accompanist. 


Bowls Evening 

During December, the seventh annual game 
of bowls was played against members of the 
Brighton Bowling Club at their excellent rink 
at Brighton. The Society had ten teams 
competing and a most enjoyable evening was 
spent. Mr. R. E. Maskell was the team 
manager. 


Personal 


Mr. E. J. L. Tucker, vice-president of the 
Victorian Division, has been appointed a 
member of the Tariff Board. 

Air Com. D. A. Creal, C.B.E., F.A.S.A., 
formerly Officer Commanding, Maintenance 
RA.A.F., has been appointed Air Member 
for Supply and Equipment, Department of 
Air, with the rank of Air Vice Marshal. 


Election of Divisional Councillors 
and Auditors 


At page 658, the December issue of “The 
Australian Accountant” carried the lists of 
Divisional Councillors and Auditors who are 
due to retire at the next annual meetings and 
are eligible for re-election. 

The list was incomplete in respect to the 
fames of councillors of the Victorian Divisions 
of the Society and the Institute respectively. 
These names have now been determined and 
the complete lists are as follows:— 


Australian Society of Accountants 
VICTORIA — Councillors: Messrs. H. P. 


Bowyer, G. E. Fitzgerald, R. S. Sharp, V. 
L. Solomon and F. T. Whiteway. 
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The Australasian Institute of Cost Accountants 


VICTORIA — Councillors: Messrs. D. M. 
Cronin, K. Cross and H. F. Fox. 


“QUEENSLAND 


Toowoomba Convention 

The week-end convention held = at 
Toowoomba on 28-30 October was an out- 
standing success. The attendance exceeded 
100 for the first time and included members 
from a wide range of businesses and from 
country towns as far afield as Barcaldine. A 
feature of the convention was the programme 
arranged for the 50 ladies who attended. 

The convention opened with the president's 
reception at Lennors Toowoomba Hotel on 
Friday evening and concluded with luncheon 
at 1 p.m. on Sunday. The presence of the 
ladies at these functions added much to their 
success. The first technical session was held 
on Saturday morning when Mr. S. R. Brown, 
LL.B., F.A.S.A., partner of Messrs. S. R. 
Brown, Pringle, Wolff and Co. of Sydney, 
commented on his paper entitled “Develop- 
ments in Financial Management”, the paper 
having been previously printed and circulated 
to those attending. Mr. A. S. Donnelly, the 
State president, was chairman of this session 
and the discussion panel comprised Messrs. 
J. L. Amies, F.A.S.A., G. F. Robbins, F.A.S.A. 
and A. H. M. Immens, A.A.S.A. 

Sporting activities were arranged for 
Saturday afternoon and there was also a 
motor tour of the city. 

At the current problems forum on Saturday 
evening, the following subjects were discussed 
after a brief introduction by the respective 
speakers: “How to Use a Short Term Money 
Market” (Mr. J. FF. Storr, F.A.S.A.); 
“Machinery Insurance” (Mr. R. Draper); 
“Buy or Lease Plant and Equipment” (Mr. 

. W. Munro, A.A.S.A.); “Stamp Duty on 
Transfer of Crown Leasehold” (Mr. H. J. 
Payne, A.A.S.A.). The session was presided 
over by Mr. J. N. Macdonald (chairman of 
the organising committee). At the Sunday 
morning session, Mr. K. M. Shaw, A.A:S.A., 
of Messrs. K. M. Shaw and Co., public 
accountants, introduced his paper on “Minimis- 
ing Income Tax Payable by a _ Primary 
Producer”. With the State vice-president, Mr. 
J. G. Orr, presiding, the subject was discussed 
by the panel comprising Messrs. T. M. Uther, 
A.A.S.A., W. R. Worley, F.A.S.A. and E. 
Glaser, F.A.S.A. The high level of audience 
participation during the discussion periods at 
the three technical sessions was very gratify- 
ing. This discussion provided for a valuable 
exchange of ideas by members representing 
different segments of the profession. 
November Meeting 

The Queensland State Government Treasurer, 
the Hon. T. A. Hiley, M.L.A., F.A.S.A., spoke 


on “Government Accounting” at the November 
evening activity for members. Many senior 
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public servants attended the meeting held 
in the auditorium of the Chamber of Manu- 
factures. In his approach to the subject, Mr. 
Hiley examined the purpose to be served and 
stated the principles which should be followed 
in government accounting. He examined some 
of the practices commonly employed in account- 
ing by governments generally, and commented 
on the accounting practices of governments 
in Australia. 


Members’ Luncheon 

The final activity for the year was a 
luncheon for members held at Lennons Hotel 
on 7 December. Mr. Max Marshall, assistant 
manager of the visiting West Indies cricket 
team, was the guest speaker and he described 
life in the West Indies in a knowledgeable and 
humorous manner. He also gave some of the 
impressions he has formed of Australia during 
his stay here. Guests at the luncheon 
included Mr. Gerry Gomez, manager of the 
West Indies team, and Mr. Conrad Hunte, a 
member of the team. 


Punched Card Group 


The November meeting of the Group 
completed the series of lectures on punched 
card accounting, electronic computer account- 
ing, and allied topics which commenced in 
September, 1959. At this meeting, Mr. H. 
Baskerville, group chairman, spoke on “Elec- 
tronic Computers — Past, Present and Future 
Developments”. This address was followed 
by a discussion period and supper. The 
Council was fortunate in having a Group 
leader as enthusiastic and well informed as 
Mr. Baskerville. Much of the success of the 
Group can be attributed to his efforts and 
those of the Group’s able hon. secretary, Mr. 
J. M. Marshall. 


Income Tax Discussion Group 

At the meeting of the Practising Account- 
ants’ Group on 5 December, Mr. R. Spence 
led a discussion on the subject, “Can a Tax- 
payer Trade with Himself?” The remainder 
of the meeting took the form of a discussion 
on general questions relating to income tax. 
The Education Committee recently decided to 
invite all members of the Society to the 
Group’s meetings which were formerly confined 
to practising accountants only. Accordingly, 
the meeting on the first Monday in February, 
1961 will be the first meeting of the Group 
which is to be called “The Income Tax 
Discussion Group”. 


MACKAY GROUP 


A meeting was held at the offices of the 
Mackay Harbour Board in Mackay on 1 Dec- 
ember. Mr. C. H. Allen, M.A., presented an 
address on “Gift Duties” to which all members 
and students were invited. 


MARYBOROUGH GROUP 


The Christmas function of this Group took 
the form of a dinner for members and their 
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wives followed by an address. The function 
was held at the Royal Hotel. Mr. J. WV 
Macdonald, A.A.S.A., Queensland accountant 
of Ruston Hornsby (Aust.) Pty. Ltd., delivere 
an illustrated lecture on the topic of “Office 
Management”. The evening proved an enjoy. 
able wind-up to a year of successful activities 


AYR GROUP 


Mr. Austin Donnelly, State president of the 
Society recently visited several of the Society’ 
branches and groups in North Queensland 
On 25 November he addressed members of 
the Lower Burdekin Study Group on th 
subject, “Developments in the Investment 
Field”. 


NEW SOUTH WALES 


Personal 

Mr. W. M. Davis has been admitted to the 
accounting partnership carried on by Messrs 
A. F. Ure and T. Lynam at 306 Pitt Street, 
Sydney. The name of the firm remains w- 
changed. 

Mr. R. E. Cook, A.A.S.A. (Prov.) has been 
appointed accountant, Bega Valley Count 
Council. 


SOUTH AUSTRALIA 


November Luncheon 

The last monthly luncheon for 1960 was 
held at the Railways Refreshment Rooms o 
28 November when the guest speaker was 
Captain Neville Abbott of the Adelaide Steam 
Tug Company, whose background as a Master 
of steam tugs enabled him to give a wel: 
informed and interesting talk on the “Organise 
tion and Operation of a Sea Tow”. 
luncheon was attended by 100 members and, 
at its conclusion, Mr. G. F. George, a member 
of the State Council, who acted as chairman 
of the meeting in the absence of the State 
president, moved a vote of thanks to th 
speaker and extended seasonal greetings to all 
present. 


Distribution of Certificates 

Members admitted since May, 1960 wer 
officially welcomed to the Society at a special 
gathering arranged at the Institute of Tech 
nology on 8 December. The State president, 
Mr. L. H. Duncan, in a short address 
encouraged new members to take a keel 
interest in the activities of the Society from 
which they can gain considerable benefit. 
Following the distribution of certificates, 
members were entertained by a programme 
of films screened by courtesy of B.P. Australia 
Ltd. and later at supper in the Institutes 
cafeteria. 


Annual General Meeting 

Members are advised that the annual general 
meeting of the Division will be held 0 
Friday, 17 March, 1961. Details of time and 
place will be given at a later date 


The Australian Accountant, January, 1%! 





activities. 


nt of the 
Society's 
eensland 


ed to the 
) Messrs 
itt Street, 
nains UD 


has been 
County 


1960 was 
Looms On 
aker was 
ide Steam 
a Master 
e a well 
‘Organise 
ww”. The 
bers and, 
a member 
chairman 
the State 
‘s to the 
ngs to all 


960 pace 
a spec 
of Tech- 
president, 
address, 
» a keen 
‘iety from 
e benefit. 
-ertificates, 
rogramme 
- Australia 
Institutes 


ial general 
held 00 
time and 


ary, 196! 


| Industrial 


Obituary 

It is with regret that we report the deaths 
of two members of the Division, Messrs. A. 
R. Burnell and K. C. Caulfield Tuohy. 


Personal 

Mr. D. P. Parratt, A.A.S.A., has been 
elected president of the Insurance Institute of 
South Australia. 


WESTERN AUSTRALIA 


Christmas Party 

The State Council entertained representa- 
tives of kindred bodies at a cocktail party 
held at the W.A. Club on 19 December. 


Personal 
Mr. W. N. Morrison, F.A.S.A. has been 


, 


elected president of the W.A. Taxpayers 

Association for the current year. Mr. F. G 

Stone, F.A.S.A. was elected vice-president. 
Mr. C. C. Cheyne, A.A.S.A. has been 


} appointed general manager of Swan Portland 


Cement Ltd. Mr. Cheyne is at present manager 


» of Concrete Industries W.A. Pty. Ltd. He has 


had extensive experience in the building 
industry, especially in precast concrete. 

Mr. W. H. Pope, A.A.S.A., F.C.A.A. has 
been appointed secretary of Plaimar Ltd. and 
Extracts Ltd. He was formerly 
secretary of Swan Portland Cement Ltd. 


— +— 


AUSTRALIAN ACCOUNTANTS’ 
STUDENTS’ SOCIETY 


SOUTH AUSTRALIA 


Forthcoming Seminar 


The South Australian Division of the 
Students’ Society has arranged a one-day 
smimar to be held on 16 February, at the 
South Australian Institute of Technology. This 
is the first Seminar to be conducted by the 
Students’ Society and members of the Council 
hope that its success will lead to similar 
seminars being held annually. 

programme is as follows: The opening 
address will be given by Mr. L. H. Duncan, 
FAS.A., State president, Australian Society 
of Accountants. This will be followed by 
addresses on the following subjects: “What 
Management Expects From the Commercial 

ntant”: Speaker: Mr. W. K. Walker, 
AAS.A., joint managing director, S.A. Brush 
Co, Ltd.; “The Accountant in Practice and 
His Service to the Community”: Speaker: Mr. 
-H. Burgess, a partner in the firm of Messrs. 
Milne and Burgess, public accountants; “Trends 
Accounting Education and the Role of the 
pccountant”: Speaker: Mr. L. A. Braddock, 
ASA. vice-president of the Australian 
Society of Accountants and head of the 
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Department of Accountancy, S.A. Institute of 
Technology. The closing address will be given 
by Mr. Eric A. Gibson, a partner in the firm 
of Messrs. Eric A. Gibson & Co., public 
accountants. 

Dinner and supper are included in the 
registration fee of £1/1/-, and applications 
for registration should be forwarded to the 
Seminar Committee, c/- the State Registrar, 
Australian Society of Accountants, 22 Grenfell 
Street, Adelaide. 


QUEENSLAND 
Annual Meeting 


The annual meeting of the Students’ Society 
in Queensland was held on 17 November at 
the Brisbane Chamber of Commerce meeting 
room. The report of the chairman, Mr. D. 
Bentley, A.A.S.A., on a successful year of 
activities was presented to the meeting. Mr. 
Bentley extended his thanks to the members 
of the committee and particularly to Messrs. 
R. W. Smalley and K. S. Webb, the Divisional 
Council representatives, for their able support. 
Following the formal business, Mr. L. A. 
Suggars, A.A.S.A., general manager of the 
Queensland Chamber of Manufacturers, gave 
a most interesting address on the topical 
subject, “Decimal Currency”. Light refresh- 
ments were served at the conclusion of the 
meeting. 


NEW SOUTH WALES 


Data Processing 


The evolution of machines for accounting 
is necessarily of major interest to accountants. 
In response to an invitation from I1.B.M. 
(Australia) Pty. Ltd. members of the Students’ 
Society attended demonstrations on four 
separate evenings in November and were 
shown the data processing service bureau in 
operation. On one evening, the current day’s 
wool sales were being processed through to 
account sales of the individual growers with 
agents’ statements concurrently appearing. The 
procedure was to prepare from the original 
information punched cards in a predetermined 
programmed manner so that subsequent desired 
segregations could be effected. The stack of 
cards was then machine-sorted into the various 
required categories and further processed by 
computer and tabulator; the former carrying 
out calculations and the latter performing the 
accounting work. The end result comprised 
typed sheets, addressed ready for mailing and 
produced at the rate of 20 per minute. 


Annual Christmas Social 


By courtesy of the Accountants’ Club, the 
Students’ Christmas social was held at the 
club on 8 December. The function was well 
attended by students and members of General 
and State Councils of the parent body. Others 
present included personalities who had kindly 
delivered lectures to the students during the 
year. The presence of these guests was par- 
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ticularly appreciated and this was commented 
upon by Mr. H. Talbot, the Students’ 
president, in his address of welcome. Mr. 
W. P. Henson, president of the Australian 
Society of Accountants, said that he appreciated 
an invitation to the function and reiterated 
his keen interest in student activities. Mr. 
H. R. Irving, president, New South Wales 
Divisional Council of the Society, added his 
good wishes to those of Mr. Henson and 
stressed the community’s need for trained 
men. The staff of the State Registrar's office 
are to be particularly thanked for the catering 
which they provided for the occasion. 


-_ +- 


THE AUSTRALASIAN INSTITUTE 
OF COST ACCOUNTANTS 


NEW SOUTH WALES 


Christmas Party 

A large gathering of members assembled 
at the Trocadero in Sydney on 5 December 
for the annual Christmas get-together of 
members of the Division. The guests were 
welcomed by the State president, Mr. Keith 
Fleming. A pleasant evening with high-class 
entertainment was enjoyed by all present. 
Activities Committee 

The programme of activities for 1961 is 
now being drawn up by the committee and 
full details of future plans will be detailed 
in these notes in a later issue of the journal. 


Direct Costing 

Copies of the papers on direct costing 
delivered by the lecturers at the recent Leura 
convention are available from the N.S.W. 
State Registrar, 5 Blight Street; Sydney, at 
£1-10-0 per set. 


Personal 

Mr. W. M. Hodgins, A.A.S.A., A.C.A.A., a 
N.S.W. Divisional Councillor, has been 
appointed manager of Australian operations 
for Corning Glass Works (Inc. in U.S.A.). He 
previously held the position of controller. 

Mr. C. Williams, A.A.S.A., A.C.A.A., 
formerly accountant with Pressed Metal 
Corporation, has been appointed controller 
for the Australian branch plant of Corning 
Glass Works. 


QUEENSLAND 


Christmas Function 

Many Institute members exchanged 
Christmas greetings with the State president, 
Mr. D. S. Scott, and members of the Divi- 
sional Council at a special dinner held at the 
Belle Vue Hotel on 15 December. Many 


members were accompanied by their wives 
anc dancing was enjoyed after dinner. During 
the evening, a farewell was extended to Mr 
D. S. Scott who takes up residence in Ney 
Zealand early in the new year. At the Dec. 
ember meeting of Divisional Council, Mr. R 
S. Gynther. F.C.A.A., was elected State 
president from 1 January. 


VICTORIA 


President’s Lecture 

On 22 November, the President of th 
Institute, Mr. A. F. J. Sutherland, F.C.A.A 
delivered the annual presidential lecture o 
the subject, “The Accountant and Profi 
Making”. The large audience present heard 
a well prepared and thought provoking addres 
on a topic of vital interest to accountants and 
management. The many questions submitted 
to the speaker at the conclusion of his remarks § 
indicated the interest aroused by Mr. Suther- 
land’s treatment of the subject. 


Christmas Luncheon 

The annual Christmas luncheon on 9 De 
ember was attended by nearly 100 member § 
and a number of guests who had been mos 
helpful to the Institute during the year. Th & 
speaker, Mr. Percy Cerutty, the well-know 
athletic coach, treated those present to :— 
lively and entertaining half-hour in speaking 
about “Modern Trends in Athletics an § 
Athleticism”. 


1961 Activities 


For the first six months of 1961 the follow BR 


ing activities have been planned: 

Lecture Series: “Trends in Managemen & 
Participation Opportunities for the Account 
ant.” A series of three lectures to be delivered 
by leading speakers on Thursday, February 23 
Tuesday, February 28 and Thursday, March? 
at 6.30 p.m. 


Annual Meeting: This is to be held © 
March and it will be followed by a soci 
evening. 


Public Lecture 

A public lecture will be arranged by the 
Division during June when Dr. W. A. Wester 
man, O.B.E., secretary of the Commonwealth 
Department of Trade, will speak on th 
sub-jejct, “Costing for Export.” 


WESTERN AUSTRALIA 


Christmas Party 

The Cost Institute held a Christmas pati) 
for members and their wives on the evenif 
of 16 December at the Morley Park Hote! 
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The University of New South Wales 


Post-Graduate Lectures in Taxation 


The University of New South Wales has 
arranged a series of lectures dealing with 
particular aspects of taxation law and practice, 
commencing on Tuesday, March 14, 1961, at 
6.30 p.m. and continuing each week at the 
same time for approximately nine weeks. 


The lecturers are members of the legal 
and accountancy professions prominent in the 
taxation field, and it is proposed to issue 
lecture notes to the persons attending the 
lectures. 

Further information may be obtained by 
written enquiry addressed to the School of 
Accountancy, University of New South Wales, 
P.O. Box 1, Kensington, New South Wales. 


—_—_— + 


» The Receiver and Manager in Possession by 


A. Binnie and B. Manning, 4th Edition. Gee 
and Company (Publishers) Ltd. London. 
pp. XI x 128. Available from the Law Book 
Co. of Australasia. £1/14/9. 


Of the duties which fall to the lot of a 
public accountant few are more onerous and 
varied than those which he undertakes in the 
capacity of a receiver and manager for de- 


B benture holders. There is hardly any Australian 
literature on 
fourth edition of this 


this specialised topic and the 
popular English text, 
which was first published in 1909, should fill 


| the gap in professional libraries. The book does 


hot pretend to be a complete exposure of law 
on the topic, but contains many notes on prac- 
tical problems arising out of receivership. It 
deals with such matters as the appointment 
and personal liability of the receiver, his first 
acts after appointment and on taking posses- 
sion, the management problems encountered, 
the relationship of the receiver and execution 
creditor, the liquidation, realisation and re- 


; Celver’s account. The appendix contains numer- 
5 us examples of forms which are used in con- 


nection with receivership. 


The book deals with all these problems 
from the point of view of the English legal 
‘ystem, but as the Australian law on the 
ubject is similar, the book should be useful 
a handy introduction to the practical prob- 


kms arising during the receivership. 
EJ. 
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REGISTER OF MEMBERS 


Listing the names of members of the Aus- 
tralian Society of Accountants and of The 
Australasian Institute of Cost Accountants who 
have been advanced recently in status with 
the names of new members and those whose 
names for various reasons have been removed 
from the registers. 


NEW 
Provisional Associates: 


SOUTH WALES 
Casey, J. G.; Chan, 


N.; Leipzig, E.; Norquay, E. D.; Saunders, 
7 


Barton, W. J. L.; Baumert, K.; 
Moore, B. N.; Nicol, A. D.; 
Proctor, G. J.; Rosonakis, 


Associates: 
Mercer, E. R.; 
Price, R. S. J.; 
J.; Thornton, W. 

Advanced to Associate: 
Betts, K. E.; Gray, D. H.; 
Hunt, J. D.; Murray, J. B.; 
Sillett, M. R.; Wade, D. 

Removed from Register: Deceased:- 
Faulkner, E. R. S.; Trenow, O. D. C.; Young, 
S. T. Resigned:— Crowl, J. A.; Mair, J.; 
Melville, E. C. (Miss); Quinlan, J. J.; 
Smallwood, E. C. 


QUEENSLAND 
De Closey, F. L.; Goldsworthy, 
A. F.; Trembath, K. E. 
Advanced to Associate: Yong Gee, F. B. 
Advanced to Fellow: Busch. W. F. 


Removed from Register: Deceased:— Burr, 
G. H. E.; Stewart, R. Resigned:— 
Mortenson, W. G. 


Abraham, G. N.; 
ax, &.. 
Prowse, N. R.; 


Associates: 


A. W.: Moore, 


SOUTH AUSTRALIA 


Removed from Register: Resigned:— 
Barbary, C. M.; Johns, D. R.; McLoughlin, 
B. K. 


TASMANIA 


Fellow: McAulay, T. B. 


NEW SOUTH WALES 


Associates: Bannerman, 
Scott, J. J. 


K. W.; 


Provisional A. J. 
McL.: Moses, N.; 


Associaes: Darnell, Rowley, M. 


QUEENSLAND 


Provisional Associate: Feros. J. N. 


SOUTH AUSTRALIA 
Removed from Register: Resigned:— Johns. 
R. 


OVERSEAS 
Provisional Associate: Lam, M. K. 
Associite: Hull, W. J. F. 





The Australasian Institute of Cost Accountants 


KNOW YOUR COUNCILLORS 


GENERAL COUNCIL 


H. L. THOMAS, A.A.S.A., F.C.A.A. (N.S.W) 
President. 
A. MOFFATT, A.A.S.A., F.C.A.A., (S.A.) Vice- 
President. 
R. O. THIELE, A.A.S.A., F.C.A.A., (Vic.) Hon. 
Treasurer. 
. H. DUIRS, F.A.S.A., 
. E. FITZGERALD, B.A., 
M.C.A.A. (Vic.) 
S. FLEMING, A.A.S.A., F.C.A.A. (N.S.W.) 
. FOX, A.A.S.A., F.C.A.A. (Vic.) 
. HENSON, F.A.S.A. (N.S.W.) 


OFFNER, B.Com., A.A.S.A., 


F.C.A.A., (W.A.) 
B.Com., F.A.S.A., 


F.C.A.A. 


, (N.S.W.) 
F.C.A.A., 


Poy yy Dip.Com., A.S.A., 
General Registrar, 37 Queen ‘Bireet. 
Ssoliatote. C.1, 


NEW SOUTH WALES 


K. S. FLEMING, A.A.S.A., F.C.A.A., President. 

K. W. PETERSON, F.A.S.A., F.C.A.A., Vice- 
President 

G. W. BOTTRILL, A.A.S.A., F.C.A.A., Hon. 
Treasurer. 


N. T. CORVISY, A.A.S.A. (Prov.), A.C.A.A. 
J. S. GERATHY, A.A.S.A., (Prov.), A.C.A.A. 
W. M. HODGINS, A.A.S.A., A.C.A.A, 

F. JARMAN, A.A.S.A., F.C.A.A. 

M. LBVY, A.A.S.A., F.C.A.A. 

H. PETERSON, F.A.S.A., F.C.A.A. 

L. SAINSBURY, A.A.S.A., F.C.A.A. 

L. THOMAS, A.A.S.A., F.C.A.A. 

K. WENDON, F.A.S.A., A.C.A.A. 


L. HORSLEY, A.A.S.A., State Registrar, 5 
Bligh Street, Sydney. 


Ah Aytlh 


VICTORIA 


D. M. CRONIN, A.A.S.A., F.C.A.A., President. 
F. A. BUTTNER, F.A.S.A., F.C.A.A., Vice- 
President. 


D. C. JACOBI, B.Com., A.A.S.A., A.C.A.A., 
Hon. Treasurer. 


H. F. CRAIG, D.C.S., B.A., F.A.S.A., A.C.A.A. 
K. CROSS, A.A.S.A., A.C.A.A, 

W. L. DICK, A.A.S.A., A.C.A.A. 

H. F. FOX, A.A.S.A., F.C.A.A. 

E. H. NIEMANN, B.Com., A.A.S.A., A.C.A.A. 
W. P. ROUND, A.A.S.A., F.C.A.A. 

R. S. SHARP, F.A.S.A., F.C.A.A. 

A. F. J. SUTHERLAND, A.A.S.A., F.C.A.A. 
R. O. THEILE, Dip.Com., A.A.S.A., F.C.A.A. 
J. A. K. WICKS, Dip.Com., A.A.S.A., A.C.A.A. 


(Prov.) State Registrar, 37 Queen St., Mel- 
bourne. 
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SOUTH AUSTRALIA 
F. R. HARRIS, B.Ec., A.A.S.A., F.C.A.A., Pre- 
sident. 


M. L. DENNIS, A.A.S.A 
President, 


A. J. ADAM, F.A.S.A., 
urer. 


I. A. ANGUS, A.A.S.A., A.C.A.A. 
J. A. KEENAN, F.A.S.A., F.C.A.A 
M. G. KENNEDY, A.U.A. (Com.), A.A.S.A. 
A. MOFFATT, A.A.S.A., F.C.A.A. 


M. J. O'GRADY, A.U.A. (Com.), 
A.C.A.A. 

R. F. PASCOE, 
F.C.A.A. 


A. A. STOCK, A.U.A. 
F.C.A.A. 


D. P. WILLIAMS, F.A.S.A. 
O. L. WILSON, F.A.S.A., F.C.A.A. 


J. R. SABINE, F.A.S.A., State Registrar, 
Grenfell Street, Adelaide. 


A.C.A.A., Vice- 


F.C.A.A., Hon. Treas- 


A.U.A. (Com.), 


(Com.), 


QUEENSLAND 


D. S. SCOTT, F.A.S.A., F.C.A.A., President 
R. S. GYNTHER, F.A.S.A., F.C.A.A., Vice- 
President. 


MISS J. F. 
Treasurer. 


BORDUJENKO, A.A.S.A., A.C.A.A 

D. ELPHINGSTONE, A.A.S.A., F.C.A.A 
M. HARRISSON, B.Com., A.A.5S.A., : 

<. LAVIS, A.A.S.A., A.C.A.A 

LOXTON, F.A.S.A., F.C.A.A 

M. E. OFFNER, B.Com., A.A.S.A., F.C.AA 
F. ROBBINS, B.Com., F.A.S.A., F.C.A.A. 
SMITH, F.A.S.A. 


J. NICHOLS, A.A.S.A., State Registrar 
Empire House, Wharf Street, Brisbane 


MILLS, A.A.S.A., A.C.A.A., Hon 


QHOOP> mas 


WESTERN AUSTRALIA 


A.C.A.A., President. 
A.C.A.A., Vice 


F. FELTON, A.A.S.A., 


F. E. BROWN, A.A.S.A., 
President. 


H. H. JARMAN, 
Treasurer. 


W. H. DUIRS, F.A.S.A., F.C.A.A. 

K. B. GALE, A.A.S.A., A.C.A.A. 

G. A. GORDON, F.A.S.A. 

F. J. JOHNSON, A.A.S.A. 

A. JONES, F.A.S.A., F.C.A.A. 

E. H. JONES, B.A., A.A.S.A., F.C.A.A. 
R. S. MIDDLETON, A.A.S.A., A.C.A.A. 


R. H. EGAN, F.A.S.A., State Registrar, Atl 
Building, 8 Esplanade, Perth. 


A.A.S.A., A.C.A.A., Hon 
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NEW BOOKS 


Recent additions to the Society’s Central 
Library, Melbourne. Requests for books 
should be made through Divisional libraries. 


Accountants’ cost handbook, 2nd ed. Robert 
I. Dickey, ed. New York, Ronald Press, 
1960. 20 sections, index and bibliography. 

An accountant’s working papers. F. A. J. 
Couldery. London, Gee and Co., 1960. 
106 pp. 

Accounting for management control. N. H. 
Childs. New York, Simmons-Boardman, 
1960. 714 pp. 

Accounting in action: its meaning for manage- 
ment. B. E. Goetz and F. R. Klein. Boston, 
Houghton Mifflin Co., 1960. 713 pp. 

Accounting systems, 3rd ed. J. J. W. and U. 
J. Neuner. Scranton, International Text- 
book Co., 1959. 577 pp. 

Administrative vitality: the conflict with 
bureaucracy. Marshall E. Dimock, London, 
Routledge and Kegan Paul, 1960. 298 pp. 

Advanced accounting problems: theory and 
practice. J. Chaykin and M. Zimering. 
New York, John Wiley, 1958. 562 pp. 

The appraisal of capital expenditures. C. G. 
Edge. Ontario, Society of Industrial and 
Cost Accountants of Canada, 1959. 76 pp. 

Auditing in the construction industry. American 
Institute of Certified Public Accountants. 
New York, 1959. 19 pp. 

Audits, 11th ed. Sir Arthur E. Cutforth. 
London, Gee and Co., 1960. 324 pp. 

Australian accountancy progress, 1959. A. A. 
ae ed. Sydney, Butterworth, 1959. 

pp. 


) Business experience with electronic computers. 


Conway and others. New York, 
Controllers’ Institute Research Foundation, 
1959. 191 pp. 

Business responsibility in action. 
ed. New York, McGraw-Hill, 
159 pp. 


Dan H. Fenn 
1960. 


Company precedents, 17th ed. Part 11 Winding 


F. B. Palmer. London, Stevens, 1960. 

Concentration in British industry. RR. Evely 
and I. M. D. Little. Cambridge, University 
Press, 1960. 357 pp. 

Control of public expenditure. Sir Edmund 
Compton. London, Institute of Municipal 
Treasurers, 1960. 20 pp. 

Decimal coinage and the metric system: should 
Britain change? British Association for the 
Advancement of Science. London, Butter- 
worth, 1960. 107 pp. 

Economics of the business firm. ; 
Coppock. New York, McGraw-Hill, 
366 pp. 

Effects of mergers: 
and R. Cohen. 
1958. 458 pp. 


Joseph D. 
1959. 


six studies. P. L. Cook 
London, Allen and Unwin, 


1961. 
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Electronic computers and their business appli- 
cations. A. J. Burton and R. G. Mills. 
London, Ernest Benn, 1960. 325 pp. 


Fundamentals of accounting, 4th ed. Perry 
Mason and others. New York, Henry Holt, 
1959. 910 pp. 


Group accounts, 2nd ed. D. J. Bogie. London, 
Jordan and Sons, 1960. 327 pp. 


How to minimise income tax. A. M. Magoffin. 
Sydney, Rydge’s, 1960. 286 pp. 

Internal audit and control of scrap, salvage 
and surplus materials. Institute of Internal 
Auditors. New York, 1960. 54 pp. 


Internal control in the administration of local 
government. A. L. Morse. Sydney, Law 
Book Co., 1960. 152 pp. 

The law and the profits. C. Northcote 
Parkinson. London, John Murray, 1960. 
185 pp. 

Management of international operations. John 
Fayerweather. New York, McGraw-Hill, 
1960. 604 pp. 

Managerial _ psychology. Harold Leavitt. 
Chicago, University of Chicago Press, 1958. 
335 pp. 

Modern banking, Sth ed. R. S. Sayers. 
London, O.U.P., 1960. 294 pp. 

Office building and office layout planning. 
Kenneth H. Ripnen. New York, McGraw- 
Hill, 1960. 182 pp. 

Principles of accounting: advanced, Sth ed. 
H. A. Finney and H. E. Miller. Englewood 
Cliffs, Prentice-Hall, 1960. 834 pp. 

Principles of cost accountancy. C. I. Buyers 
and G. A. Holmes. London, Cassell, 1959. 
563 pp. 

Principles of engineering economy, 4th ed. 
E. L. Grant and N. G. Ireson. New York, 
Ronald Press, 1960. 574 pp. 

Public finance in theory and practice. A. R. 
Prest. London, Weidenfeld and Nicolson, 
1960. 408 pp. 


Report of the Decimal Currency Committee, 
Australia. Decimal Currency Committee. 
— Government Printer, 1960. 
144 p 

A po eR 1885-1960. 
cipal Treasurers and Accountants. 
1960. 166 pp. 

The social framework: an 
economics, 3rd ed. J. R. Hicks. 
Clarendon Press, 1960. 285 pp. 

Standard costs for manufacturing, 3rd ed. 
Stanley B. Henrici. New York, McGraw- 
Hill, 1960. 402 pp. 

Taxation laws of New Zealand, 4th ed. H. 
A. Cunningham. Wellington, Butterworth, 
1960. 1108 pp. 

The theory of public finance: a study in 
public economy. Richard A. Musgrave. 
New York, McGraw-Hill, 1959. 628 pp. 

World insurance trends. D. W. Gregg and 
D. M. McGill ed. Philadelphia, University 
of Pennsylvania Press, 1959. 689 pp. 


Institute of Muni- 
London, 


introduction to 
Oxford, 
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PROFESSIONAL NOTICES 


ACCOUNTANT required by a Melbourne 
firm of solicitors whose existing accountancy 
staff comprises seven persons and whose book- 
keeping is largely mechanised. 

The successful applicant will accept the re- 
sponsibility for a part of the firm’s accountancy 
work, which includes office accounting, clients’ 
taxation affairs, trust and pastoral accounting. 
Expericnce in some of these fields is essential. 


The salary, with superannuation, will be 
fixed according to the experience of the person 
appointed. 

Written applications should be made in the 
first instance to “Taylor,” c/o Wilson, Danby 
& Giddy, 105 King Street, Melbourne. 


YOUNG ACCOUNTANT, recently qualified 
required by a rapidly expanding firm of public 
accountants in Northern Victoria. A good 
salary is offered, and after a qualifying period 
an opportunity for partnership would be avail- 
able. Housing will be arranged if required. 
Reply No. 723, c/o Australian Society of Ac- 
countant:, 37 Queen Street, Melbourne. 


ACCOUNTANTS 


Price Waterhouse & Co., Chartered Ac- 
countants, have vacancies in their Sydney, 
Melbourne, Brisbane, Adelaide and Perth 
offices which offer opportunities of rewarding 
and satisfying careers to men having the re- 
quisite technical knowledge and organising 
ability for appointment to senior staff positions. 

Applicants should be qualified or near- 
qualified accountants with professional or 
business experience and the personal qualities 
which fit them to take responsibility and work 
with a minimum of supervision. The firm 
offers a wide range of specialist services to 
clients but appointments wili be made to the 
audit staff in the first instance. 

Salaries are graded according to experience 
and ability. Membership of a _ contributory 
superannuation fund will be open after a 
qualifying period of service. 

Applications should be addressed to “Staff,” 
Price Waterhouse & Co., in any of the above 
cities. 


SEARCHES, lodging and all other matters 
at Companies and Business Name Branches 
attended to. Company Services (Vic.) (John 
Lloyd, ex-Deputy Registrar General and As- 
sistant Registrar of Companies), 443 Little 
Collins Street, Melbourne. Tel. 67-3861. 
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Rate per line 5/-; minimum per insertion 1). 


NEWCASTLE PRACTICE REQUIRED 
Registered accountant is desirous of purchas 
moderate-size Newcastle practice. Satisfactoy 
bank and personal references available. 
plies in confidence to Box 45, P.O. Belmon 
N.S.W. 


ASSOCIATE, experienced company 
tary-accountant, has time available to ass 
practitioners, books, tax, share work. Reph 
No. 709, c/o Australian Society of Account 
ants, 37 Queen Street, Melbourne. 


PRACTICE WANTED — Accountat 
wishes to acquire practice or part practice i 
Adelaide or suburbs. Reply to No. 717, cé 
Australian Society of Accountants, 22 Grenfe 
Street, Adelaide. 


BRISBANE PRACTICE, preferably wit 
bulk of taxation work, is required. Purchas: 
will pay good price for suitable practic 
Please reply No. 719, c/o Australian Society 
of Accountants, Box 1161P, G.P.O., Brisbam 





CAULFIELD TECHNICAL COLLEG 
Dandenong Rd., Caulfield East, S.E.5. 


Commerce Courses 


Post-Diploma (Evening) 
Mechanized Accounting 
(a) Accounting Machine Applications 
(1 term) 
(b) Punched Card Systems (1 term) 


(c) Application of Computers (1 term) 


Full-Time Day 
Diploma of Commerce 
Diploma of Commercial Practice 
Secretarial Certificate 
Commercial Certificate 
Part-Time Evening 
Accountancy Certificate 
Typewriting 
Shorthand 


Enrolment 
7th to 10th February, 1961. 
Further particulars Tel. 211-7441. 
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WANTED TO PURCHASE — Existing 
accountancy practice between £5,000 and 
10,000 anywhere in Australia, but preferably 
Kouth Coast Queensland, Perth or Adelaide. 
eply Box No. 721, c/o Australian Society of 
ccountants, Empire House, Wharf Street, 


ACCOUNTANT-SECRETARY — A pro- 
pressive public company requires the services of 
‘ secretary-accountant. A generous salary, 
superannuation, and good prospect for ad- 
ancement are offered. Reply No. 722, c/o 
ustralian Society of Accountants, 5 Bligh 
Street, Sydney. 


MEMBER with small office has time to 
assist other practitioners at reasonable fee. 
Experienced in most types of work. Gordon 
Quinn, 150 Queen Street, Melbourne. Phone 
67-6624. 


PRACTICE REQUIRED — Associate, 
early thirties, wishes to contact practioner 
desirous of retiring over a period or wishing 
to sell practice. Partnership will also be con- 
sidered. Location Melbourne of suburbs. Reply 
No. 716, c/o Australian Society of Account- 
ants, 37 Queen Street, Melbourne. 


ACCOUNTANT wishes to purchase a 
N.S.W. country practice with gross fees £2,500 
(approx.). Replies to No. 718, c/o Australian 
Society of Accountants, 5 Bligh Street, Sydney. 


SYDNEY PRACTICE of moderate size 
with city office required by experienced mem- 
ber: adequate capital is available. Reply to No. 
720, c/o Australian Society of Accountants, 
5 Bligh Street, Sydney. 


PURCHASE — Fellow, B.Com., F.C.LS., 
experienced taxation and managerial account- 
ing and preparing establish own office wishes 
negotiate for purchase as from 1/7/61 groups 
of clients or small practice Manly-Avalon-St. 
Ives crea. Also prepared act city practitioners 
with clients that area. Reply No. 707, c/o 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


COUNTRY — Qualified or near-qualified 
accountant required for a position which of- 
fers responsible and varied work. The position 
offers excellent prospects for advancement to 
4 person of ability. The practice is situated in 
asound district, close to Sydney and the Coast. 
Apply to Rossell, Gillespie, Payne & Co., 
Chartered Accountants, Box 85, P.O., Moss 
Vale, N.S.W. 


FOR SALE — Burroughs-Bell & Howell 
Microfilm Recorder type 684 complete with 
7 to 1 camera, automatic feeder. Fully ser- 
vied, first-class mechanical condition and 
showroom appearance. Any test. £1,650. Also 
Burroughs Reader to match type 694. £400. 
Apply Automatic Microfilms Pty. Ltd., Mel- 
bourne. Tel. MU 4026. 
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SOUTH AUSTRALIAN INSTITUTE OF 
TECHNOLOGY 


North Terrace, Adelaide. 


Applications are invited for appointment to 
the following positions:— 
LECTURER IN ACCOUNTANCY — 2 posi- 

tions. 
LECTURER IN MERCANTILE LAW — 1 
position. 

Commencing salary will be determined ac- 
cording to qualifications and experience within 
the range £1,675-£2,340. Preference will be 
given to applicants who hold a degree with 
majors in accountancy or law and who are 
members of an appropriate professional body. 
The appointees will be required to lecture and 
conduct classes in the fields of Accountancy 
(including cost accountancy), Auditing, Eco- 
nomics, or legal subjects, for which he or she 
may be qualified. Opportunity may be pro- 
vided for the lecturer to obtain higher qualifi- 
cations by studying for a higher degree. 

Each position carries liberal annual leave, 
sick leave, long service leave, study leave, and 
superannuation benefits. 

Applications giving personal, academic and 
professional details should reach The Institute 
of Technology not later than 28th February, 
1961. 

R. W. PARSONS, DIRECTOR. 





SUPERVISORS AND SENIORS 
for Chartered Accountants’ Office 


A firm of Chartered Accountants with inter- 
national associations is seeking qualified as- 
sistants of ability to fill additional senior ap- 
pointments in the audit and accounting sec- 
tions. 

The Chartered degree is preferred, and 
University degrees would be a further advan- 
tage for audit appointments. An applicant who 
is near qualification will also be considered. 
Applicants with other degrees and/or experi- 
ence in accounting, tax and secretarial work 
will be considered for the position in the ac- 
counting section. 

The firm’s plan of staff development pro- 
vides opportunity for training and experience, 
and for promotion to income and status com- 
parable with those obtainable in industry, to- 
gether with superannuation benefits. 

Preliminary interviews can be arranged in 
our offices in other States. 

Applications in writing should state age, 
school education, qualifications and experience, 
and be addressed to Spry Walker & Co., 10 
Martin Place, Sydney, or 339 Collins Street, 
Melbourne. 


ADELAIDE ACCOUNTANT who has been 
in practice for several years desires to amal- 
gamate with a larger practice with a view to 
mutual aid and sharing of office overhead; 
partnership not contemplated at this stage. 
Telephone 51-2575. 








QUALIFIED ACCOUNTANT required for 
established firm of Brisbane public account- 
ants. Age (approx.) 30 to 35 years. Previous Established 1908 
experience public accountant’s office essential. 
Salary range £1,300 to £1,500 p.a., com- 
mensurate with experience. Definite oppor- 


tunity for further advancement. Apply in 
writing in first instance to The Manager, S. G. AUSTRALIAN 
Johnson & Co., Empire House, Wharf Street 


atten. ACCOUNTANCY COLLEGE 
have been retained to 
DES A\ advise on the follow- 
ihe cipatii National Insurance Building, 


Ansett Transport Industries Limited 17 Castlereagh Street 


ACCOUNTANT (near Martin Place), 


Internal Audit, Methods and Cost Analysis Sydney. BW 1026 





PTY. LTD. 


Responsible to the Company Secretary for bs a 
a programme of internal audit and also Principal: 

for constructive recommendations about R. KEITH YORSTON., F.A.S.A 
records, systems, efficiency and economy in ' ae eee ee 
the Group. Headquarters Melbourne. Must 
be prepared to travel extensively around ; 
Australia. Personal Coaching, by practising 
Starting salary about £2,000 p.a. Expense accountants, for the examinations of 
allowance. Promotion prospects are shown é ‘ 
by the promotions which opened _ this the Australian Society of Accountants. 
vacancy and will be fully discussed. 
Accountancy qualifications or commerce 
degree essential. Knowledge and experience 
of cost accounting would be a strong 
recommendation. Experience in a chartered 
accountant’s office could give the variety 
required. Age 25 up to 35. The Company 


asked that Ansett employees with these 
qualifications be encouraged to apply. 


Please send brief information, quoting 


reference PAA/167 to to the NEW 


Dr. E. Kelsall J 
MANAGEMENT SELECTION PYROX Magictape Recorde 


AUSTRALIA 
ei Everything sounds superb on the new Pyra 
414 Collins Street, Melbourne Magictape recorder .. . everything “plays back’ 


Pa” P P s just the way you recorded it. See the new! 
No information will be disclosed to our speed 2 speaker Magictape at your favourite 
clients until candidates have given permis- music or radio store today . . . you'll be sur 
sion after personal discussion. prised that so much quality, so much enjoyment 
could cost so ittle. 

Check these NEW 
Magictape features 
@ 3 speeds — 13”, 33”, 

73” per sec.—gives 


up to 4 hours play- 
Agents throughout Commonwealth and New ing time per tape. 


Zealand. Also in London and New York. @ Twin speakers—for 


Cable & Telegraphic Address: BR fe re- 


“JEFFSTOCK"”, MELB. cording position in- 
dicator. 
@ Fast rewind, fast 


e 
forward. 
Fric R Jetfe & Son @ Separate Bass and 
e Treble tone  con- 
Members of the Stock Exchange of Melbourne trols. 
STOCK EXCHANGE SBUILDINGS b Y be ©) X LTD. 
14-36 Queensberry St., Melbourne. FJ 9121 


422-426 Little Collins Street. Melbourne C1 47.51 Parramatta Rd.. Concord, Sydney. UL @ 


Telephones: 67-9171 } PL 














MSA/339/PAA 
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Compare the price . compare the 
speed... . and you'll find that the Duplomat 
SIMPLEX is the best buy in photocopying 
equipment. 


Using AGFA COPYRAPID PAPER the 
SIMPLEX will copy anthing, even faint rub- 
ber stamp impressions, in just 10 seconds. 


Neat and compact the Duplomat SIM- 
PLEX is available in two models. The 
SIMPLEX | and SIMPLEX I! differ only in 
he maximum size of copy they can pro- 
duce, the former being 10” in width, the 
latter 15” 


VIZ-ED EQUIPMEN 


149 CASTLEREAGH STREET, 
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Simple 


PHOTOCOPYING EQUIPMENT 
ECONOMICAL AND SIMPLE 


Prices for both models are: 
No. 
No. 


| (foolscap size) £87/15/0 
ll (brief size) £130/0/0 
Both Prices include Sales Tax. 


For a free demonstration, copying your documents under 
your conditions phone — 


61-9516 IN MELBOURNE 
4-4090 IN BRISBANE 
51-5611 IN PRTH 


32-4325 
5-2218 
21-7288 


IN SYDNEY 
IN CANBERRA 
IN ADELAIDE 


PTY. 
LTD. 
-9516 


SYDNEY. 61 





make no mistake 


te COPYSTAT is the 

accurate copying machine, 
checking, nothing missed ouf 
fact, a perfect copy in 45 seca 
No other method is as aco 
Can you still afford copy tyg 


For full details of COPYSTAT, 
and RICOPY copying machines 
fact:— 


L. W. BAGLEY 

245 Pacific Highway, North 
XB 5948 

2 Racecourse Road, North Me 
34 9085 


158 Barry Parade, Brisbane 
Agents in all States 








Student Needs 





GUIDANCE 

DEVELOPMENT OF CONFIDENCE 
ACQUISITION OF KNOWLEDGE 
EXAMINATION PASS 

PROGRESS IN A CAREER 


Are some of the many requisites important to an Accountancy Student. 


Wise counsel, mutual co-operation, acquirement 
ef knowledge from experienced Coaching Mas- 
ters help to secure results and make progress. 


L. W. CHANT, Coaching Specialist 


of many years experience 


at Hosking House, Penfold Place, Sydney; 
with his Assistants, are available to you. 


START EARLY FOR 1961 ONWARDS .. . . . ‘Phone 28-1596 
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